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Ldttortal Comment 


NEMPLOYMENT insurance—what a tremen- 
dous burden of record keeping these laws are 
going to place on controllers! The full significance 
of the size of the job, of the added responsibilities 
entailed, of the new volume of figures which must 
be handled, of the complexity of the problems to be 
solved, of the number of new regulations and de- 
cisions to be grasped and grappled with, is just being 
sensed by controllers, and by business men generally. 
Two short months intervene before the taxes be- 
come applicable—the federal tax throughout the 
country, the state taxes in states which have enacted 
laws under the spur of the Federal Act. Solution of 
these new problems will undoubtedly become one of 
the major activities of controllers of business con- 
cerns in the United States, during the remainder of 
1935 and nearly all of 1936, as new state laws are 
enacted. 

THE CONTROLLERS INSTITUTE OF AMERICA has 
named a strong committee to make a quick study, 
and also a continuing study, of the many questions 
which are presenting themselves. A beginning is 
made in this number of THE CONTROLLER of the 
work of presenting the latest information on this 
subject, to controllers generally. 


The matter is complicated by the possibility of the 
Federal Act being invalidated by the Supreme Court 
of the United States; by the possibility of amend- 
ments of the Act; and by not only the possibility, 
but the announced intention, of amending the New 
York State Act within a few weeks of the time when 
it becomes effective, on January 1, 1936. 

The possibility of holding costs of administration 
by the states within reasonable limits, as well as the 
cost to business concerns of record keeping, has 
claimed the attention of many controllers. Serious 
thought has been given to recommending a very 
simple form for reporting to state officials—a form 
stating merely the total amounts paid in a given 
period, to employees, and the amount of the tax. 
This plan envisions a form known as a “separation 
report,” to be filed when an employee is laid off, or 
ceases to receive pay. Visions of bureaucracy run 
wild in administering these laws have spurred con- 
trollers to serious study of the problems. Time de- 
voted to such studies is time well spent, and it may 
be observed that responsibility for solving many of 
the more serious problems, in cooperation with state 
and national officials, rests squarely on the control- 
ler. Here is the big task for the year ahead. 
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Unemployment Insurance as It Will 
Be Administered in New York 


Standard Forms To Be Issued Carrying Items To Be Supplied by Employers— 
Any Arrangement of Items Showing All Requisite Information Will Be Ac- 
ceptable—Form Now Being Drafted—A ddress by GLENN A. Bowrrs, Director. 


UST what will be required in the 

way of pay roll record keeping for 
administration of unemployment in- 
surance, both Federal and State, is a 
problem with which controllers of 
many companies are confronted. In 
the State of New York in particular, 
and in eight other states as well, con- 
trollers are studying the problem. It 
is an especially pressing problem in 
the State of New York because its re- 
cently enacted law becomes effective 
January 1, 1936, with a one per cent 
tax on pay rolls. 

A multitude of questions arise as to 
interpretations of the law, and of the 
regulations which are to come; and as 
to methods of administration. MR. 
GLENN A. Bowers, State Director of 
Unemployment Insurance, addressed 
the New York City Control on Oc- 
tober 31, and the article that follows 
is the substance of his address. It 
throws considerable light on the ques- 
tion as to what information, and in 
what form, is to be required by the 
State. It will be useful, too, to con- 
trollers of companies in states other 
than New York. 

Reference is made to the standard 
forms on which reports must be made 
in the State of New York. In order 
to obtain the views and suggestions of 
large employers, a tentative form has 
been circulated, for criticism and com- 
ment. It is expected that the form as 
it will finally be used will be ready 
about December 1. 

Mr. Bowers gives in this address 
an informal outline of the information 
which will be asked. 

—THE Epiror. 


Unemployment insurance, new in 
its application on a wide range to 
the United States, is a rather old idea 


in its fundamentals and can be traced 
far back to the middle ages.. We 
find the same idea again in a more 
elaborated form in the benefit funds 
of workers’ associations, particularly 
trades’ unions. Such funds were estab- 
lished when with progressing indus- 
trialization it was felt that workers 
were in need of economic protection 
in case of lack of earnings caused by 
unemployment or by other happen- 
ings. Such funds were organized for 
the first time more than 100 years ago. 
Not only workers’ associations of Eu- 
ropean countries, but also workers’ as- 
sociations of the United States provided 
their members with such benefits. 

The ever-increasing dependency of 
workers on their daily employment, 
accompanied by increasing fluctuation 
of labor in modern industry, resulted 
in rendering such funds incapable, for 
financial reasons, of meeting the de- 
mands made on them. At the same 
time, governments came to recognize 
their responsibility to maintain work- 
ers temporarily debarred from income. 

Toward the end of the nineteenth 
century it became clear that in indus- 
trial countries, governmental steps 
were sooner or later to be taken to 
protect unemployed workers in a 
planned manner. In Switzerland, the 
City of Berne attempted a solution in 
establishing in 1893 a communal un- 
employment insurance fund on a vol- 
untary basis. Workers of that city 
could join the fund but they were not 
compelled to do so. A number of other 
cities in Switzerland, Germany, and 
Italy followed this example. However, 
all these plans proved to be failures 
and were discontinued after a short 
period. 

Another method was inaugurated in 
1896 by the City of Dijon, France. 


This city began to pay subsidies to 
union funds providing unemployment 
benefits. A somewhat modified plan, 
based fundamentally on the same idea 
as that of the City of Dijon, was estab- 
lished in 1901 by the City of Ghent, 
Belgium. This so-called Ghent sys- 
tem proved to be successful. The idea 
spread rather quickly and the Ghent 
system became the model for numer- 
ous similar actions of other cities and 
in other countries. The various volun- 
tary unemployment insurance systems 
existing nowadays in some European 
countries are basically identical with 
the Ghent system. 


VOLUNTARY SYSTEMS PROVIDED 
UNSATISFACTORY COVERAGE 


One of the disadvantages involved 
in these voluntary systems is their in- 
sufficient and unsatisfactory coverage. 
This fact caused Great Britain when 
that country enacted an unemploy- 
ment insurance law in 1911 to evolve 
a new plan; that of compulsory un- 
employment insurance on a national 
basis. 

This system must be considered as 
the most efficient and satisfactory. It 
is the system of the outstanding coun- 
tries abroad operating unemployment 
insurance. It is also the system enacted 
by State Legislation in the United 
States. 

The objective of unemployment in- 
surance may be described shortly as 
follows: It is the community effort to 
protect workers against the hazard of 
unemployment and against the result- 
ing economic insecurity by spreading 
the risks of such incidents and by ac- 
cumulating a fund to guarantee pay- 
ments in such cases. The underlying 
idea is identical with that governing 
any insurance, as fire insurance, insur- 
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ance against theft, and the like. An- 
other significant difference of such a 
system, as against relief, is quite natu- 
rally the circumstance that a need test 
does not apply. Thus, a worker upon 
becoming unemployed has a right to 
receive these insurance benefits with- 
out being compelled to spend at first 
his savings or sell his properties. The 
advantages of this procedure can be 
seen without further explanation. Not 
only workers’ but also employers’ in- 
terests are involved. Loss of skill 
and lowering of workers’ morale is 
less likely. Employers will benefit 
herefrom, as their available labor sup- 
ply is kept intact, in a much better 
way than would be possible under any 
other system. 


COMPETITIVE DISADVANTAGES 
ELIMINATED 

The peculiar aspect of unemploy- 
ment insurance in the United States is 
the duplication of legislation. The 
Federal Social Security Act does not 
provide an actual unemployment in- 
surance system but it makes possible 
such a system. State laws are requi- 
site. The objective of the Federal Act 
is predominantly the elimination of 
the most serious obstacle against in- 
dividual state action. This obstacle 
was the threat of competitive disad- 
vantages of industries in states with 
such legislation as against states with- 
out such legislation. The contribu- 
tions which must be imposed in order 
to finance state unemployment insur- 
ance funds tend to increase production 
costs. States not requiring such con- 
tributions, therefore, would enable 
their industries to produce at lower 
costs. 

After it was found that enactment 
of a direct unemployment insurance 
system by Congress was not feasible, 
the problems referred to were solved 
in the following manner: Employers 
throughout the country are to be taxed 
by the Federal Government under the 
provisions of the Social Security Act. 
However, employers contributing to a 
state unemployment insurance system 
complying with a few standards set up 
by the Federal Act are permitted to 
credit these payments to the state 


The Controller, November, 1935 


against their federal tax. The maxi- 
mum credit permitted is 90 per cent. 
of the federal tax. Thus, the differ- 
ence of production costs of employ- 
ers in states with unemployment in- 
surance laws as against employers in 
states without such laws was virtually 
eliminated. 

To date, nine states have enacted 
unemployment insurance measures. 
These states are: Alabama, California, 
District of Columbia, Massachusetts, 
New Hampshire, New York, Utah, 
Washington and Wisconsin. It can 
be expected that an important number 
of states will soon follow. The Fed- 
eral Act contains a strong impulsion 
for states to do so. Only by the 
enactment of state laws is it possible 
for the money collected from em- 
ployers within the state to be distrib- 
uted among workers of that state in- 
stead of letting it all go into the 
federal treasury. 


OUTLINE OF New YorK Law 

Contributions required from em- 
ployers are based on a proportion of 
the wages paid. This amount is equal 
to 1 per cent. for 1936, 2 per cent. 
for 1937, and 3 per cent. for 1938, 
and thereafter. Employees covered by 
the state laws are eligible to benefits 
if fulfilling certain qualifications. In 
New York State, for instance, they 
must have had 90 days of employment 
subject to the law within the preceding 
twelve months, or 130 days of such 
employment during the preceding 
twenty-four months. Employees thus 
qualified have a claim to benefits at 
an amount of 50 per cent. of their 
full-time weekly wages. A maximum 
of $15 weekly and a minimum of $5 
weekly is provided for in New York 
State. Each 15 days of employment 
within the preceding 52 weeks yields 
one week of benefits up to a maximum 
of 16 weeks. 

This short reference to some of the 
provisions of the New York State 
Unemployment Insurance Law shows 
that detailed employment information, 
not only concerning individual em- 
ployers but to a large extent concern- 
ing individual employees, must be 
available to the administration. After 
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exhaustive studies and consultation of 
leading employer and industrial groups, 
it was found that the most practical, 
convenient, efficient and cheapest way 
of obtaining this information is to col- 
lect it currently. The periods for 
which such information are to be sub- 
mitted will generally coincide with the , 
employers’ usual pay roll periods. Em- 
ployers, therefore, may have only to 
copy the data from their pay roll or 
to furnish copies of such pay rolls. 
It may be emphasized that the over- 
whelming majority of the consulted 
groups have agreed on these points. 
This gives a conforting assurance of 
good cooperation with employers. The 
need of such cooperation in the inter- 
est of both parties cannot be overem- 
phasized. 

Items required in the discharge of 
the various duties of the state authori- 
ties are such as these: 

1. Name, registration number, address 

and type of business of employers. 

2. Total number of employees em- 
ployed by each employer. 

3. Total man hours worked by em- 
ployees of each employer. 

4. Hours full-time week. 

5. Total pay roll divided as to money 
received, and remuneration other 
than money. 

6. Total amount of contributions. 

. Employees’ names and _ insurance 
numbers assigned to them. 

8. Employees’ occupation and sex. 

9. Number of days and hours worked 
by individual employee. 

10. Wages earned by individual em- 
ployees, including other remunera- 
tion. 

The item covering information on 
employers is self-explanatory. The 
administration must know the names 
and addresses of the employers con- 
tributing to the fund. Registration 
numbers will be assigned to employers 
to facilitate identification and to en- 
able a smooth and reasonable method 
of filing reports and checking pay- 
ments of contributions. Indication of 
type of business is required for indus- 
trial classification and subsequent 
studies of the employment situation 
and the trend in the various industries. 

Information on total number of 
employees and total hours worked is 
requisite for evaluation of employment 
and employment trends. It is specifi- 
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cally required for studies on seasonal 
and part-time employment, on partial 
unemployment and on the merit rat- 
ing system. These studies are defi- 
nitely provided for by the Law. 

“Hours full-time week’’ must be 
available for the studies just men- 
tioned as well as for calculation of 
individual claims to benefits. The 
amount of benefits depends on the 
amount of full-time weekly wages. 
The ‘“‘total pay roll’’ completes the em- 
ployment information making _possi- 
ble investigation of industrial condi- 
tions and the economic situation of 
workers. 

“Total amount of contributions” is 
correlatary to “total pay roll’ and can 
easily be calculated as a percentage 
thereof. 


SUGGESTS KEEPING RECORDS AT 
CENTRAL OFFICE 

It must be emphasized that under 
modern industrial mobility, record 
keeping on individual employees at a 
central place is essential. Only under 
this condition is it conceivable to 
maintain accurate information, com- 
plete, available at any time, and avoid- 
ing duplication. It must be possible 
to identify each employee thus tre- 
corded, readily and quickly. A method 
of identification, in addition to names, 
is therefore required. This is neces- 
sary considering the duplication of 
many names, and considering the 
danger of misspelling names. Insur- 
ance numbers will be assigned to 
employees to overcome these incon- 
veniences. After names have been 
registered initially it might be sufh- 
cient to give numbers in cases of sub- 
sequent references. 

Information on “employees’ occu- 
pation and sex’ makes possible the 
compilation of various statistics pic- 
turing the labor market, and is de- 
sired for its thorough evaluation. Oc- 
cupational information, moreover, is 
required in determining benefit claims. 
The ‘full-time weekly wages” re- 
ferred to previously in this connec- 
tion are influenced by the “‘employ- 
ment in which he (the employee) is 
usually engaged”; this means his oc- 
cupation. 


The “number of days and hours 
worked” and the “wages earned by 
individual employees” are essential as 
well for decisions as to their qualifi- 
cations to receive benefits and for 
decisions as to the amount and dura- 
tion thereof, as for complete labor 
statistics and various research pur- 
poses. At first glance it may seem 
that duplications are involved, inas- 
much as employers are required in 
addition to individual wages and 
working hours to give totals on these 
items. However, these totals do not 
represent anything but the addition 
of individual employees’ remuneration 
and hours worked. The separation of 
money received and other remunera- 
tion is necessary to follow up a correct 
evaluation of other remunerations. 


STANDARD Forms To BE IssuED 


To keep such records and to fur- 
nish this information is not as cum- 
bersome and complicated as it may ap- 
pear. Standard forms will be issued 
carrying items which must be supplied 
by employers. However, any arrange- 
ment of items showing all requisite 
information will be acceptable. 

These facts will make it possible, 
for the first time in the history of the 
United States, to compile complete 
and reliable employment statistics. 
These statistics would be valuable in 
the immediate tasks of the adminis- 
tration of unemployment insurance; 
they also permit a study of employ- 
ment trends and business and indus- 
trial conditions and of steps taken to 
stabilize and regularize the labor mar- 
ket. Information gathered from em- 
ployers’ reports is the essential tool 
for such studies. 

Employers in reporting their pay 
roll data should be aware of the im- 
portant role which they are playing in 
this task. The result will be an ap- 
proach to our industrial, economic, 
and social problems in a more scien- 
tific manner than ever before. 

Evaluation of pay roll and employ- 
ment reports and of statistical infor- 
mation derived therefrom may not 
only bring about revision of adminis- 
trative procedures or changes of the 
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law, but also may influence future 
economic and business planning. 

For all these reasons complete and 
accurate reporting is required in order 
to prohibit erroneous conclusions. We, 
therefore, appeal to business execu- 
tives and especially to controllers to 
help us in this regard. 

Reference has been made to the 
hope and confidence in a close and 
successful cooperation with employers. 
The cooperative spirit of the staff off- 
cers in the accounting and controllers 
field can be trusted particularly. This 
spirit, already demonstrated on so 
many previous occasions, will not fail, 
we believe, in the new task undertaken 
by our country. 


FORM FOR REGISTERING 
VOTING 
TRUST CERTIFICATES 


The Securities and Exchange Commis- 
sion has adopted a form for the registra- 
tion on national securities exchanges of 
voting trust certificates and securities held 
subject to voting trust agreements. This 
form, designated as Form 16, is one of the 
series of new forms for permanent regis- 
tration under the Securities Exchange Act. 

The form is divided into two parts. 

Part I is to be used for the registration 
of the voting trust certificates; it requires 
information concerning the voting trustees 
and the voting trust agreement, and is to be 
signed by the voting trustees. 

The purchase or sale of a voting trust 
certificate involves, in essence, the purchase 
or sale at the same time of the shares rep- 
resented by such voting trust certificate. In 
consequence, the form requires that the 
shares so represented must be registered, as 
well as the voting trust certificates. Part II 
of the form is for this registration of such 
shares. It need be filed only if the shares 
are not permanently registered by other ap- 
plication on the exchange upon which the 
voting trust certificates are to be traded. It 
requires information concerning the shares 
held subject to the voting trust agreement 
and is to be signed by the issuer of such 
shares. Registration of the underlying shares 
on Part II of the form does not authorize 
the effecting of transactions in such shares 
other than through the purchase or sale 
of the voting trust certificates. 

Copies of the form and its accompanying 
Instruction Book may be obtained from the 
office of the commission in Washington or 
any regional office. 


THE CONTROLLER 7s sent without 
charge to members of THE CONTROL- 
LERS INSTITUTE OF AMERICA. 














Controller’s Ethical Standards 


No Different than Corporation’s 


Privately He May Have Higher Standards, without Means to Put Them 
Into Practice—Legislation Gradually Improving Procedures—No Exist- 
ing Code Under Which Acts May Be Judged—Paper by B. G. Smitu. 


ennai of controllers revert 
frequently to the subject dealt with 
by Mr. SmitH in this paper, which 
was presented at the fourth annual 
meeting of THE CONTROLLERS IN- 
STITUTE OF AMERICA. The conclusion 
reached by Mr. Smith, who is a mem- 
ber of the Board of Directors and a 
former vice-president of The Institute, 
and formerly controller of E. R. 
Squibb & Sons, is the one at which 
most controllers arrive, after serious 
study of this subject. That conclusion 
is that by his example and advocacy, 
personally and through The Institute, 
the individual controller may help to 
raise standards of ethics; and that 
progress must of necessity be slow, 
depending on research, on dissemina- 
tion of thought, and on the effects of 
legislation, for its forward movement. 

The ideas advanced in this paper 
are Mr. Smith’s personal views. All 
may not agree with them. For in- 
stance, he advocates national legisla- 
tion to correct abuses. There may be 
some who would prefer state legisla- 
tion, or perhaps none at all, with de- 
pendence placed on precedents evolved 
as a result of public demand, and by 
reason of progress made through 
technical and professional organiza- 
tions toward the much-to-be-desired 
goal. 

Such discussions as Mr. Smith’s, 
however, can not help but be bene- 
ficial. —THE Epiror. 


I have been requested by the chair- 
man of the Convention Committee to 
prepare a paper on the subject ‘‘Ethics 
of the Controller and of The Insti- 
tute.” I am glad that the committee 
has raised this question at this time as 


I have always believed that it is a 
matter with which The Institute and 
its membership should be very much 
concerned. 

The Standard Dictionary defines 
the word “‘ethics” as “the science of 
human duty—moral science. The basic 
principles of right action.” 

In the light of this definition we 
have two questions to propound: 

First—What, if any, are the ethics 

of the controller ? 

Second—What, if any, are the ethics 

of the Controllers Institute of 
America ? 

These two questions, if answered in 
the negative, resolve themselves into 
a third. 

If neither the controller individu- 
ally nor The Institute has developed 
a “science of human duty” or the 
“basic principles of right action’ is it 
the duty of the controller, the Insti- 
tute, or both to develop or assist in 
formulating ethical standards, and if 
so, how should the subject be ap- 
proached ? 

With respect to the first question, it 
has been my personal observation that 
whatever his private standards of 
ethics may be, what we may term the 
controller’s ‘‘official’ standards—those 
on which the stockholder or the in- 
vesting public have the right to rely— 
are no better and no worse than those 
of the corporation by which he is em- 
ployed. What I mean by this is that 
unless the controller is in a position to 
impose his personal standards on the 
executive management of his com- 
pany, as he usually is not, the corpo- 
rate standards become his own. If the 
corporate standards differ materially 
and are lower than his personal stand- 


ards he usually has one of three al- 
ternatives: 

First—He may refuse to accept them 

and resign; or 

Second—He may secretly refuse to 

accept them but retain his posi- 
tion by not objecting too vehem- 
ently; or 

Third—He may change his mind 

and adopt them as his own. 

As it is with his official or corporate 
ethics with which the stockholder and 
investing public are concerned, it must 
be assumed that his company’s in- 
ternal practices and published reports 
represent his official views. 


RESPONSIBILITY LAID ON 
MANAGEMENT 

It is possible that if the day should 
ever come when the controller is 
recognized by the various states as a 
statutory officer, he might enjoy a 
more secure position as an independ- 
ent factor in corporate financial mat- . 
ters. Today, however, the situation 
would not be materially improved, 
from a practical standpoint, even if 
he were a statutory officer and in addi- 
tion elected directly by the stockhold- 
ers instead of by the Board of Direc- 
tors. I venture this assertion for the 
reason that absentee voting by proxy 
which is so prevalent in this country 
automatically would place the designa- 
tion or nomination of the controller 
in the hands of the management. If, 
therefore, there should be a funda- 
mental difference of opinion between 
the controller whose term of office 
was about to expire and the executive 
management, is it not reasonable to 
assume that the latter would probably 
be successful in nominating a suc- 
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cessor, to be voted upon pro-forma 
by the stockholders of course, whose 
ideas would coincide with their own? 
I do not intend to discuss this phase 
of the question at this time, however. 
My answer to the first question, there- 
fore, is that the controllers in The 
Institute individually and collectively 
have evolved no ethical standards. 

So far as the ethical standards of 
The Institute are concerned, approxi- 
mately two and one-half years ago, 
the directors adopted a very simple 
so-called “declaration of principles” 
which reads as follows: 

“The Controllers Institute of America 
stands for the observance of the highest 
ethical standards in corporate accounting 
practice and in the preparation of reports 
of financial and operating conditions of 
corporations to their directors, stock- 
holders and other parties at interest, in 
such manner that all concerned may know 
the actual conditions in so far as such re- 
ports may assist in the determination 
thereof. To that end, The Controllers In- 
stitute of America offers its advice and 
assistance in connection with any move- 
ment which has for its purpose the estab- 
lishment of better safeguards for the pro- 
tection of the investor.” 

It will be observed at once that 
while this declaration records the be- 
lief of The Institute in ethical stand- 
ards it does not lay down or specify 
the principles by which such standards 
shall be judged. Further, if a member 
of The Institute should indulge in 
what by certain other members might 
be considered unethical practices, 
would he be brought to bar before a 
committee of The Institute? Would 
his failure to defend his acts result in 
his being dropped from membership ? 
There is nothing in the charter or by- 
laws providing for such a contingency, 
but even if there were there are no 
standards established by The Institute 
by which he could be judged. Of 
course if he had been convicted of 
fraud or of issuing a false or mislead- 
ing statement, ways and means could 
probably be found for dropping him 


from membership. 


No CoMMITTEE COULD AGREE 

But in the case of anything short of 
that, what would happen? Is it not 
conceivable that no committee of The 


Institute would be able to agree on 
the question as to whether certain of 
his acts were ethical or not? 

To sum up this phase of the ques- 
tion, while it is true that the Board 
of Directors of The Institute has gone 
on record in asserting its belief in 
ethical practices and in the fact that 
balance sheets and income statements 
should reflect the actual condition of 
the corporation so far as it is possible 
for them to do so, there would, no 
doubt, be so many conflicting opinions 
as to what are “actual conditions” and 
how they should be shown clearly and 
adequately in order that they might 
be intelligible to the stockholders 
and investing public that it must be 
admitted that we have only scratched 
the surface of the problem. 

Aside from that The Institute has 
no assurance that this so-called ‘‘dec- 
laration of principles’ meets with 
general acceptance even by its own 
membership. While it is almost incon- 
ceivable that any member would 
deny or refuse to subscribe to it, it is 
nevertheless true that the members 
have not, so far, been asked to and 
have not accepted it individually. 

For these reasons I submit that The 
Institute has not evolved any ethical 
standards which can be said to charac- 
terize it or its members. 

Now to come to the third question 
which I raised in the beginning, 
namely, “Is it the duty of the control- 
ler or of The Institute or both to de- 
velop or assist in developing ethical 
standards and if so how can that be 
best accomplished ?” 

While the Securities Act of 1933 
and the Securities Exchange Act of 
1934 with their heavy civil and crim- 
inal penalties and with their volumi- 
nous reports may seem like a menace 
and an annoyance, frequently an ex- 
pensive one to the corporations to 
which it has been applied so far, that 
is, those whose shares are listed on 
national security exchanges, there can 
be little doubt that these laws will 
probably do much to correct the abuses 
which many of us have observed for 
many years and some of which were 
disclosed by the various Congressional 
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and other investigations of the recent 
past. 


BETTER STANDARDS PossIBLE 

It is not a fact, for the first time in 
our history that the chief corporate 
executives have been compelled to 
give more careful thought to the ques- 
tion of financial and accounting prob- 
lems and their method of reporting 
than ever before, with the result that 
better standards of practice should 
ultimately be possible? Even though 
deliberate efforts to mislead or deceive 
the stockholders and the investing 
public have probably been confined to 
a comparatively small proportion of 
the concerns in this country, there 
have no doubt been many instances 
in which unusual or borderline cases 
have been shown or interpreted in 
such a manner as to reflect incorrectly 
to the credit of the management. In 
other cases, even though certain facts 
may not have been misstated, the 
methods used may not have been the 
correct ones if the investor was to be 
informed properly, and notwithstand- 
ing the fact that precedents might be 
found to lend justification to them. It 
is also not unreasonable to assume (in 
fact I have known of many instances), 
that the glossing over or omission of 
what the management might like to 
think of as a temporary or unimpor- 
tant state of affairs, has frequently re- 
sulted in serious losses to the investor 
when it has developed that such con- 
ditions were not of a temporary nature 
and that they were not unimportant ? 

While as before stated these new 
laws may be burdensome in many 
respects and require a great deal of de- 
tail much of which may seem irrele- 
vant and of little interest to the in- 
vestor, it is also possible that they may 
still be inadequate in covering situa- 
tions such as I have mentioned, and 
that they will continue to be so unless 
the regulations are carefully thought 
out and framed with the assistance or 
advice of persons conversant with the 
various weaknesses and loopholes of 
corporate finance from the internal 
managerial standpoint. 
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Let us hope then that the National 
Securities Act and the Securities Ex- 
change Act will tend to develop bet- 
ter ethical standards of finance and 
accounting in the same manner that 
the Federal Income Tax Law has as- 
sisted in developing better and more 
uniform, general standards of account- 
ing practice during the past 22 years. 
Unquestionably this is one of the fun- 
damental purposes behind this new 
legislation and if it should fail in its 
accomplishment, much will have been 
lost. 


ACCOUNTING AND ETHICAL 
STANDARDS DISSIMILAR 

Let us recognize the fact that ac- 
counting standards and ethical stand- 
ards are not necessarily the same 
thing. Certain accounting practices, 
for example, may be accepted as 
standard and used properly under 
certain conditions; on the other hand, 
the question as to whether the same 
treatment should be applied in other 
cases, having some characteristics in 
common, is one which ethics must de- 
cide. The problem becomes one of 
right and wrong treatment in the par- 
ticular case, regardless of the ability 
to cite precedents, however plausible. 

There is one thing more which I 
wish to add in this connection. We 
have seen public statements made by 
Chairman Kennedy of the Securities 
and Exchange Commission and we 
have heard Commissioner Healy state 
at one of our own meetings that it is 
the intention of the commission that 
the law shall be applied to corpora- 
tions whose securities are not listed 
on national security exchanges. To 
date nothing has been done along 
these lines aside from requiring deal- 
ers operating in over-the-counter 
markets to register and comply with 
certain regulations and rulings of the 
commission pertaining to trading op- 
erations. 

I have heard legal opinions to the 
effect that such corporations are not 
subject to regulation under the Act, 
but whether this is so or not it seems 
to me that it is manifestly unfair to 
impose certain standards on one group 
merely because their securities are 


listed and not on the other. The pur- 
pose should be to protect all investors. 
If it is true, as I believe it is, that such 
laws will result in a substantial im- 
provement in corporate ethics and in- 
cidentally in what I term the ‘‘official’’ 
ethical standards (as distinguished 
from the personal ethical standards) 
of all controllers, I believe that The 
Institute should not oppose or at- 
tempt to discourage the extension of 
the provisions of the National Securi- 
ties and the Securities Exchange Acts 
to corporations whose securities are 
not listed on the exchanges, and that 
it should not discourage or oppose 
any broadening of the regulations hav- 
ing for their purpose the betterment of 
the ethical standards of financial and 
accounting practice. Such a policy, it 
seems to me, will merely be in keeping 
with the second part of our Declaration 
of Principles previously cited. 


Apvocacy May ACCOMPLISH 
SOMETHING 


To sum it up it seems to me that 
while controllers, as individuals, and 
collectively through The Institute, may 
accomplish something by their ex- 
ample and advocacy in the way of im- 
proving the ethical standards of fi- 
nance and accounting, we cannot by 
ourselves lay down these standards 
and we could not require their ob- 
servance even if we could define the 
standards. The way for the establish- 
ment of standards of ethical conduct 
must be cleared by legislation, pref- 
erably by Federal statute for the sake 
of uniformity, and the standards 
themselves must be gradually devel- 
oped as a result of research which 
should include a study of abuses 
which have occurred in the past. 
Regulations and rulings based on 
such studies, having the force of law, 
should in time create the ethical stand- 
ards which we are seeking. 

As I had occasion to remark in my 
report as Chairman of the Committee 
on Professional Standing at the last 
annual meeting, it is my belief that 
the work already done by Professor 
Sanders has provided an excellent back- 


" ground for this purpose. What I should 


The Controller, November, 1935 191 


like to see is to have a further develop- 
ment or elaboration of the standards 
advocated by him made, possibly as a 
result of a detailed critical review by 
our own Research Council in whose 
minds the question of the ethical prin- 
ciples involved should be uppermost. 

It seems to me that The Institute 
should then be in a peculiarly favor- 
able position to advise the Securities 
and Exchange Commission on this 
subject. Knowledge of the internal 
historical significance of certain cor- 
porate acts, many of them obscure on 
the surface, sometimes unavoidably 
escapes the attention of the public ac- 
countant but not of the controller, who 
has had occasion to observe the cause 
and effect over extended periods of time. 

The public accountant may also be 
inclined at times not to disapprove 
certain financial and accounting prac- 
tices because they have been recog- 
nized in the past as accepted usage. 
However, the same intimate knowl- 
edge of the controller may tell him 
that certain practices are unsound 
under certain circumstances regardless 
of the fact that they may have been 
recognized as standard practice for 
many years. 

Let us not overlook the fact that 
the balance sheet and income state- 
ment are only the beginning, they 
largely reflect the results of past op- 
erations. It is true that these state- 
ments also disclose to a certain extent 
the soundness of the corporation’s 
condition and its ability to continue 
for a time regardless of unfavorable 
present and future conditions, but 
they do not tell the whole story. 


Factors AND METHODS To BE 
CONSIDERED 


Present unsound conditions, which 
may presage trouble ahead, which are 
frequently ignored entirely in reports 
to stockholders; the question as to 
whether reserves are adequate for fu- 
ture contingencies, the exact nature of 
contingent liabilities, the question as 
to whether certain accounting meth- 
ods, even though proper in other 
cases, adequately disclose the instant 
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Real Inflation Sets in When Printing 
of Paper Money Begins 


To Government's Interest Not To Tinker Further with Currency, Not To Print Paper 
Money—Possible Stock Market Boom Could Be Controlled or Prevented by Govern- 
ment—Printing Money Would Mean Flight from Dollar—Paper by Dr. Marcus NADLER. 


N economist’s views of the pros- 
pect of inflation in the United 
States are given here, as presented in 
an address on “Inflation,” delivered 
before the Fourth Annual Meeting of 
The Controllers Institute of America, 
in September, 1935, by DR. Marcus 
NADLER. This economist does not 
believe that the government will per- 
mit further inflation, for reasons 
which he sets forth clearly. 

Dr. NADLER was formerly assist- 
ant economist of the National Bank of 
Commerce, formerly chief of the 
Foreign Division of the Federal Re- 
serve Board, and is now Professor of 
Finance at New York University. He 
is co-author with DEAN JOHN T. 
MADDEN, of the School of Com- 
merce, Accounts and Finance of New 
York University, of the new book, 
“The International Money Markets,” 
and has written widely on financial 
subjects. —THE Epiror. 


Inflation in my opinion, is unethi- 
cal. As a matter of fact, I will go 
even further. I will say that infla- 
tion is dishonest, and I will go still 
further and say it is highway rob- 
bery. 

Look at the experience of all na- 
tions in the world which have en- 
gaged in inflation. Start off with the 
French Revolution and end with the 
post-War European experience, and 
in each case it will be found that in- 
flation is good for those few specula- 
tors who understand its workings, 
but invariably brings ruin to the 
middle class, the backbone of every 
nation. 

What is inflation? Inflation, in 
my opinion, is composed of two 
parts. One is an undue increase in 


the volume of purchasing power as 
evidenced either by an increase in 
the volume of currency or credit out- 
standing. This is merely the pre- 
liminary phase. If it goes no fur- 
ther then it is nothing. We call it 
merely potential inflation. 


Wuat INDICATES REAL INFLATION? 

Real inflation sets in when this in- 
crease in the volume of purchasing 
power begins to have an effect on 
commodity prices, security prices, or 
real estate. We are already in the 
first phase of inflation in this coun- 
try. This is evidenced by the fact 
that the volume of the deposits of 
commercial banks is tremendously 
large, and is steadily, weekly, increas- 
ing. So far the effect of this tremen- 
dous increase in the volume of pur- 
chasing power has been felt only in 
the bond market, particularly the 
high-grade bond market, and more 
particularly in the yield on short- 
term credit instruments. 

When one finds today that the 
federal government is able to borrow 
on treasury bills at the rate of five to 
ten hundredths of one per cent., that 
acceptances are selling at one-eighth 
of one per cent. and that commercial 
paper is selling at about three- 
quarters of one per cent., one sees the 
effect of inflation, the effect of the 
tremendous increase in the amount 
of funds seeking investment. The 
cause of this increase in the volume 
of purchasing power, or in the 
volume of deposits, simply is this: 

The government had a large defi- 
cit and financed this deficit to a large 
extent through the sale of bonds to 
the banks. As accountants you will 


understand it very readily. As the 
banks buy government securities, on 
the asset side of the balance sheet of 
the bank we have government secu- 
rities, and on the liability side, gov- 
ernment deposits. As the govern- 
ment spends these deposits and they 
become your deposits or my deposits, 
then they are the people’s deposits, 
and the more the government bor- 
rows or the more the government is- 
sues bonds, and the more the bonds 
are bought by the banks, the greater 
the increase in the volume of de- 
posits. 

Under ordinary circumstances an 
increase in the volume of deposits 
would automatically bring certain 
checks into operation because the 
member banks of the Federal Reserve 
System have to maintain certain mini- 
mum reserves against their deposits, 
and as their deposits increase the re- 
serves must be increased. However, 
at present, owing to the tremendous 
influx of gold into this country, which 
in all probability will continue for 
some time because of European con- 
ditions, owing to the devaluation of 
the dollar, which gave the Treasury 
$2,800,000,000 in gold, and owing to 
past open market operations of the 
Federal reserve banks, the banks find 
themselves with surplus reserve bal- 
ances of some $2,800,000,000. 

So we have this situation. Bank 
deposits are increasing rapidly, but 
owing to the factors which I have 
just enumerated, the surplus balances 
of the member banks with the re- 
serve banks are also increasing. In 
other words, we are in the midst of 
credit expansion and the great ques- 
tion before us is this: 




















Will credit inflation take root? 
Will this tremendous increase in the 
volume of deposits and of member 
bank reserve balances exercise a 
major influence on (a) the stock 
market and (b) the commodity 
market? We need not worry much 
about real estate, because so long as 
we have no adequate mortgage credit 
system in this country no very large 
amount of credit will be available for 
real estate speculation. In case of 
wild inflation, of course, there would 
be a marked shifting of funds to 
real estate but such a contingency 
need not be considered at the present 
time. 

There is no doubt that a consider- 
able amount of money previously in- 
vested in high-grade bonds has left 
the bond market and gone into the 
stock market, first, in order to obtain 
a larger yield and, second, because so 
many people believe that inflation is 
bound to take place. If inflation 
does take place, then naturally one 
does not want to be caught with 
bonds. One wants to have equities 
in his possession. 

In my opinion, the danger of seri- 
ous inflation of stock prices is not 
very great for the simple reason that 
the government has the power to 
control speculation in securities and, 
what is more important, because it is 
to the interest of the government to 
control inflation of _ securities. 
Why? 

At present the stock market has 
gone up rather sharply, but the in- 
dividual investors or speculators 
have sufficient funds to carry out 
their transactions without having to 
borrow from the banks. Real infla- 
tion in the security market, such as 
we had in the years from 1927 to 
1929, can take place only if it is car- 
ried out with the aid of bank credit, 
which could be reflected in an in- 
crease in the volume of brokers’ loans. 

Should there be an increase in the 
volume of brokers’ loans, then the 
call rate would go up. If the rate 
for call money goes up, then the rate 
on Treasury bills goes up. If the 
rate on Treasury bills and interest 
rates generally go up, then the gov- 
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ernment bond market may go down. 

Since the government is still con- 
fronted with a large deficit, and the 
short-term debt of the government 
amounts to some $5,000,000,000, it is 
likely that if too much bank credit is 
used for security speculation, the 
Board of Governors of the Federal 
Reserve System, formerly known as 
the Reserve Board, will order the 
banks to refrain from making more 
loans for the purpose of carrying se- 
curities on margin. This power 
alone, leaving out of consideration 
powers which the Federal Reserve 
Board was given by the Securities 
and Exchange Act to regulate margin 
requirements, is sufficient to prevent 
a margin inflation of security prices 
in this country. 


STocK MARKET Boom CAN BE 
CONTROLLED 

In my opinion, therefore, in spite 
of the tremendous increase in the 
volume of deposits, and in spite of 
the tremendous volume of member 
bank balances with reserve banks, 
there is little likelihood that during 
1936, 1937, or 1938 any such boom 
will develop in the stock market as 
occurred during 1927-1929, because 
it can be controlled and because it is 
to the interest of the government to 
control it. 

The next question which we come 
to, and a question which is of much 
greater importance to us, is whether 
we shall have inflation of commodity 
prices. In other words, will there be 
a flight from the dollar into commod- 
ities, which in turn will bring about 
a sharp increase in the price of mer- 
chandise in this country? 

In my opinion, there is no chance 
of a sharp increase in commodity 
prices in this country unless the gov- 
ernment again tinkers with the dol- 
lar, or unless the government should 
stoop so low as to begin issuing pa- 
per money. A rise is bound to take 
place, gradually and slowly but no 
sharp rise in prices can take place for 
two reasons: First, in spite of the 
tremendous increase in the volume 
of deposits in this country, we know 
that there are still about ten million 
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people unemployed who, with their 
dependents, must be supported by 
the government. These people have 
no purchasing power beyond the 
bare necessities of life and as long 
as the purchasing power of such a 
large portion of the population is so 
limited any material increase in 
prices of commodities will immedi- 
ately meet with sales resistance. A 
second factor is that the productive 
capacity of the country is so great 
that any increased demand can be 
met easily without any increase in 
unit production costs. Most of the 
price advances which have occured 
are attributable to governmental in- 
terference through the A.A.A., the 
N.R.A. and other agencies. 


Expects No FURTHER TINKERING 
WITH CURRENCY 

I have stated, however, that the 
future movement of prices of com- 
modities—and this also applies to 
securities—depends upon whether 
the government tinkers with the cur- 
rency or begins to print paper 
money. I do not believe that the 
government will further tinker with 
the dollar or will dare to issue paper 
money, if for no other reason than it 
would do the government a great 
deal of damage without doing it any 
good. 

Let us first consider the dollar. If 
the United States were further to de- 
value the dollar it would immedi- 
ately result in international retalia- 
tion. Great Britain would do the 
same thing. The gold bloc countries 
in all probability would devalue or 
depreciate their currencies, and in- 
stead of aiding business we would 
have international currency chaos, 
which would further adversely affect 
business conditions at home and 
abroad. 

A new devaluation would give the 
government some more gold profits, 
but it would certainly constitute a 
serious setback to business recovery. 
Furthermore, when currency depre- 
ciation is general throughout the 
world the effect on prices is practi- 
cally nil. The government realizes 
this and for that reason I believe that 
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the dollar will remain at a ratio of 
about $4.90 to the pound sterling 
and this ratio is the principal consid- 
eration at present. 

The printing of paper money is an 
entirely different matter, because 
there are many people who believe 
that the printing of paper money is 
the way to prosperity. That is the 
argument presented by a number of 
individuals, including a good many 
economists and business men. When 
the government borrows to meet its 
deficit and sells the bonds to the 
banks, the result is an increase in de- 
posits. Deposits are cash. What 
difference then does it make whether 
the government finances _ itself 
through the sale of bonds to the 
banks, which results in an increase in 
cash, or whether the government 
prints paper money, which also re- 
sults in an increase in cash? Since to 
all of us cash on hand and cash in the 
bank is the same, what is the differ- 
ence? Why, then, should the gov- 
ernment continue to finance itself 
through borrowing in the open 
market, paying interest on its bonds, 
when it can obtain the same money 
through the printing office? 

Most people stop right here. 
They do not go on to find out what 
is the real difference between bor- 
rowing on the one hand, which re- 
sults in an increase in deposits, and 
an actual printing of paper money 
on the other hand. Let me give you 
only a few of the differences. There 
are a good many more than I shall 
give. 


BORROWING CAPACITY LIMITED 

The borrowing capacity of the gov- 
ernment is limited, because borrow- 
ing means that one party borrows 
and the other party lends, and if the 
country at large should refuse to buy 
any more government bonds, then 
the government could not borrow 
any more. Furthermore, whenever 
one borrows, one has to make pro- 
vision for the payment of principal 
and interest. That in itself sets a 
limit. On the other hand, paper 
money can be printed ad infinitum, as 
was proved in the case of Germany, 
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and since paper money is legal ten- 
der, anybody must accept it. Thus, 
you see one difference. 

The other difference, somewhat 
technical, is this: When the govern- 
ment borrows and sells the bonds to 
the banks, it results merely in an in- 
crease in deposits. On the other 
hand, when the government prints 
paper money it is turned over to the 
veterans, to the unemployed, or to 
whatever group is able to exert the 
most political pressure. They take 
the money and deposit it with the 
banks, which creates deposits. The 
banks, in turn, send the currency, 
which is not needed for ordinary cir- 
culation purposes, to the Federal Re- 
serve Banks, which further increases 
the surplus balances of the member 
banks with reserve banks and on 
which a ten-fold expansion of credit 
can take place. 

But above all, this is the main dif- 
ference. So long as the government 
finances itself through the issuance 
of bonds, we take a neutral attitude 
on it. We say, “Well, all right. 
There is a big deficit; we shall have 
to pay taxes for years to come,” but 
there is no run from the dollar. 
However, once the government be- 
gins to print money, then all of you 
who understand the mechanism of 
inflation will say, “Now is no time to 
hold bonds. Now is the time to 
liquidate all fixed income obligations 
and even to borrow on insurance 
policies in order to obtain cash to put 
in the stock market or in commodi- 
ties.” 

In other words, the printing of 
paper money would result in a flight 
from the dollar into equities or com- 
modities and this would make it im- 
possible for the government to fi- 
nance itself through the issuance of 
bonds. If the government should 
start off with $2,000,000,000 of pa- 
per money in order to pay the vet- 
erans, it would be ridiculous to say 
this would be the end of such issues. 
The moment the government begins 
to print paper money, the banks will 
refuse to buy bonds, individuals will 
refuse to buy bonds, and then the 


government can meet its deficit and 
the short-term obligations which ma- 
ture almost daily only through the 
further issuance of paper money. 
The government knows that. 

It is my opinion, too, that there is 
no danger that the government will 
have recourse to the printing of pa- 
per money, because if it does it will 
ruin its own credit and once the 
credit of the government is ruined, 
we shall repeat exactly what the Eu- 
ropean countries did shortly after the 
War. 


PURCHASING POWER WILL BE 
SHIFTED INTO BUSINESS 

From this you can see that I do not 
believe that any great inflation in 
this country is pending. I sincerely 
believe that the amount of deposits, 
the huge amount of the purchasing 
power that is accumulated at the 
present time in the banks, will 
gradually be shifted into business. 
This will lead to a revival of the 
capital market, will enable corpora- 
tions not merely to refund their out- 
standing obligations but also to ob- 
tain new money at rates of interest 
unknown in this country since the 
outbreak of the European War, and 
will lead to a revival of the building 
industry. 

In other words, it will lead to a 
real improvement in business condi- 
tions in this country. That, however, 
does not mean that the growth of 
bank deposits is of no danger to this 
country, or that government should 
content itself merely with the nega- 
tive role of not printing paper money 
or tinkering with the dollar. In my 
opinion, the government should 
adopt certain positive policies. First, 
it should make an effort to sell its 
bonds to individual investors rather 
than the banks. When the indi- 
vidual investors absorb the bonds no 
new bank credit is created, There is 
merely a shift in ownership of de- 
posits from individuals to the gov- 
ernment and from the government 
back to the individuals. If the gov- 
ernment could finance the deficit of 
this year or of next year through the 
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Progressive Executives Recognize Value 
of Interpretive Function 


Controller's Work in Analyzing Departmental Operations, as Well as Balance Sheets, 
Profit and Loss Statements, and Degree of Conformance to Budget, Enables Manage- 
ment to Plan Intelligently and Make Careful Forecasts—Paper by W1LLIAM M. Carney. 


IX this paper, presented by Mr. 
CaRNEY, controller of Scott Paper 
Company, of Chester, Pennsylvania, at 
the Fourth Annual Meeting of THE 
CONTROLLERS INSTITUTE, 4 worth- 
while contribution is made to the litera- 
ture of controllership. MR. CARNEY 
describes in detail the interpretive 
function of the controller as it is per- 
formed by many controllers. 

The controller has been described 
as a “coordinator.” It has been enun- 
ciated frequently that he shall be in 
close touch with the activities and 
operations of all departments of a 
business. It is a large order, but 
many controllers are filling that order 
satisfactorily. 

Mr. CARNEY places emphasis on 
the necessity for tact, and personality, 
in the makeup of the controller. With 
this most controllers themselves, and 
corporate officers, will agree. Assem- 
blages of controllers have been held 
in many parts of the country during 
the past four years, since THE CON- 
TROLLERS INSTITUTE came into being, 
and it has been noted with satisfac- 
tion, that controllers as a group grade 
very high indeed, not only in per- 
sonality and tact, but in other worth- 
while characteristics and qualities. 

—THE Epiror. 


What I am going to say on the sub- 
ject of “The Interpretive Function of 
the Controller” will probably seem 
elementary to some of you men, par- 
ticularly to those who are controllers 
of far flung, mammoth companies of 
complex and international corporate 
structure. The most complex struc- 
tures, however, are but a pyramid of 
simple, understandable units and the 
individual success or failure of each 


of these units determines largely the 
progress of the group. 

Accounting in large companies is 
necessarily a greatly detailed and com- 
plex activity. Commercial judgments 
and decisions, however, must be based 
on simple, clear and pertinent facts 
and the picture of a business must be 
reduced to this basis by the controller 
if he is to measure up to the full 
possibilities of his office. 

Out of the difficulties that business 
has experienced during the depression 
there has developed a type of con- 
troller whose outlook is no longer lim- 
ited to the keeping of accounts and 
preparation of financial statements. 
He considers their interpretation the 
golden opportunity to strip the ac- 
counting function of the last vestige 
of its status as ‘‘a mecessary expense,” 
and turn his office into an accepted 
profit-making arm of the business. 

The necessity for this interpretive 
function in a business is obvious; that 
this function logically is part of the 
controller’s duties is very clear, be- 
cause he is the motivating factor in 
the keeping and designing of all rec- 
ords and reports having a bearing on 
the operation of the business. 

Besides having a good knowledge 
of accounting, controllers should be 
familiar with every department of the 
business, have great analytical ability, 
ample vision, plenty of tact and suffi- 
cient aggressiveness to develop the 
controller’s office to its maximum pos- 
sibilities. In this way he performs a 
truly interpretive and constructive 
function rather than a purely account- 
ing function. 

The controller in serving all depart- 
ments should act as a direct agency for 
the management, first in presenting 


information pertaining to results and 
objectives of each department, and sec- 
ond in interpreting the results and 
their conformance to the plans or poli- 
cies of the management concerning 
each department’s operations. 

Compared with other duties per- 
formed, the interpretive function is 
the one which lends itself the least to 
accurate measurement. It has no stand- 
ard of performance and is most diffi- 
cult to evaluate. 

Because of the possible uncertain- 
ties attending the work, I speak very 
humbly and do not purport to present 
a theory or a standard practice. I am 
trying only to search out explanations 
that will aid an intelligent discussion 
and probably lead to the development 
of a few thoughts that might result 
in effective performance of this work. 

It is presumed in this treatment of 
the subject that there exists a proper 
budgetary control constantly evolving 
and approaching the ideal; also that 
the accounting methods and controls 
are being constantly adapted to the 
changing needs of the business. These 
primary and original duties of the 
controller are the foundations required 
for dependable interpretation of cur- 
rent operations and the probability of 
accomplishing the program already 
laid down for future operations. 

The true controller is spending part 
of his time in carrying out his inter- 
pretive function by going into every 
department; planning, advising, pro- 
jecting results and coordinating effort 
by furnishing figures and supplying 
information. These activities are not 
executive but of a staff nature, and if 
properly done, furnish the basis for 
the sound formulation of policies by 
the management. 
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The controller by preparation of 
usable statements and reports becomes 
a source of information constantly 
used by the management. 

From the financial statements, re- 
ports, statistics, analyses and charts the 
controller interprets the following 
phases of the business: 


First. Financial condition 

Second. Operating results 

Third. Budget-making and achieve- 
ment 

Fourth. Departmental effectiveness 


These headings, while separate in 
their general nature, should be con- 
sidered in conjunction with one an- 
other to present the most complete 
interpretation of the business status 
and outlook. 

To attempt to cover in detail the 
interpretive work of the controller 
in relation to each of the above phases 
of a business and to try to develop 
useful points of interest under each of 
them, is far beyond the possibilities 
of our discussion today. 

Many stimulating and worth-while 
articles and books have been written 
on balance sheet and operating state- 
ment analyses. Even more have been 
written on budgeting and the analyses 
of actual results compared with 
budgets. 

Because of this extensive treatment 
that has been given these phases and 
because as accountants, controllers are 
familiar with them as applying to 
their particular business, I feel that it 
would be a waste of your time and of 
no avail to elaborate on them. I will 
refer to them only in a general way. 

The interpretation of departmental 
operations and effectiveness, however, 
I will attempt to cover in detail, with 
the hope of developing some thought- 
provoking principles that will lead to 
a stimulating discussion resulting in a 
contribution to the subject. 


INTERPRETING FINANCIAL CON- 
DITION 
The interpretation of financial con- 
dition is subdivided into two general 
sections; the interpretation of balance 
sheets and the interpretation of profit 
and loss statements. 
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It is necessary only to state that the 
comparative balance sheets and state- 
ment of funds provided and their ap- 
plication are necessary to show results 
of changes in financial position. Com- 
parative profit and loss statements, 
together with percentage or per unit 
relationships are the fundamental tools 
of a general analysis. 


INTERPRETING OPERATING RESULTS 


These are subdivided into the fol- 
lowing groups: 


(a) Sales and selling expenses. 

(b) Manufacturing and production 
costs or cost of sales. 

(c) Administrative and general ex- 
penses. 

(d) Taxes. 

(e) Earnings. 

While operating analyses are the 
support of profit and loss statements 
they are the real sources of informa- 
tion to the management, and in addi- 
tion to their use in interpreting the 
progress of the business compared 
with previous periods, or interpreting 
the results of operations as compared 
with budgets, they are invaluable in 
projecting future operations for fore- 
casts. 

In interpreting operating results it 
is necessaty to give due consideration 
to the outlook of the management as 
well as to general business conditions, 
in order to present usable information 
for the profitable management of the 
business. By the outlook of the man- 
agement I include among other things, 
the intensity of the personnel develop- 
ment and training programs, the de- 
sires for quality improvement, and 
similar policies which can not always 
be accurately allowed for in budget- 


ing. 


BUDGET-MAKING AND ACHIEVEMENT 

The development of budgets and 
the constant checking of actual results 
against them, probably takes more of 
the controller’s time in the average 
business today than any other duty he 
performs. 

That considerable thought is being 
given constantly to this function is 


evidenced by the increasing number 
and length of writings published on 
flexible budgeting during the past year 
or two. Mr. C. E. Koeppel through 
his writings and his Profitgraph 
clinics is making a valuable contribu- 
tion to the profit method of budgeting. 

Closer knowledge of the various 
activities of the business and their in- 
terpretation in terms of probable re- 
sults frequently leads to the manage- 
ment taking steps in the business to 
bring its operations more closely in 
conformity with its plans, or change 
the budget rather than face known 
substantial variations. 

The budgetary activities of the con- 
troller bring into form all the knowl- 
edge gained through his activities in 
the business, and of no less impor- 
tance, his knowledge of current and 
proposed legislation, particularly as 
applying to taxation. 


DEPARTMENTAL EFFECTIVENESS 


The only writings dealing with the 
controller’s responsibility for inter- 
preting departmental operations that 
have come to my observation have 
been by presidents of large companies, 
such as that by Mr. Thomas J. Watson 
of the International Business Machines 
Corporation, who emphasized the im- 
portance of this work in addressing 
our first Annual Convention in 1932, 
and whose address at that time I was 
privileged to hear. 

Mr. Thomas B. McCabe, president 
of Scott Paper Company, considers 
this one of the foremost responsibili- 
ties of the controller and feels that 
properly done, an interpretive depart- 
mental report would furnish manage- 
ment with an invaluable check; in fact, 
the only independent and unbiased 
appraisal of the effectiveness of operat- 
ing departments, together with the 
degree of cooperation and assistance 
rendered operating departments by the 
staff and service arms of the business. 

A fair and unprejudiced statement 
of whether or not a department is 
keeping pace with the business and 
preparing for the increased responsi- 
bility attending the growth of the 
business, and the basis of these deduc- 
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tions, should be the aim of the con- 
troller’s report. 

It is possible that the value to be 
gained by the business through the in- 
terpretation of departmental operation 
is recognized and appreciated more 
by progressive chief executives of 
American business than by controllers 
themselves. 


FOUNDATION OF EFFECTIVENESS 

Familiarity with and the interpreta- 
tion of departmental operations is, in 
reality, the foundation which deter- 
mines the effectiveness of the entire 
interpretive function of the controller. 

Despite this fact in actual practice 
it so happens that the controller usually 
develops this phase of his interpretive 
work last; not by choice, but by the 
very nature of the usual succession of 
responsibilities during his career in 
the business. 

As a matter of fact, it is only after 
direct responsibility for operating 
statements, analyses and budgets has 
been placed on him that he develops 
the office of controller to the point 
where he has the authority, prestige 
and opportunity to make depart- 
mental analyses on the scale which we 
will consider them today, as the basis 
for a worth-while interpretive report. 

A thorough detailed knowledge of 
each department of the business need 
not necessarily be gained through a 
life-time spent in various departments, 
but can be acquired by very careful 
study and personal attention to the ac- 
tivities and objectives of each depart- 
ment. 

It is necessary to keep an entirely 
open mind, and cultivate expressions 
of opinions and suggestions of anyone 
who can be of help. 

By keeping free from preconceived 
ideas, it is possible to grasp view- 
points of department managers which 
reveal problems in new aspects that 
prove valuable in constructive review. 

One tool of great value in reviewing 
a department is a complete detail of 
all costs both for labor and material 
expenses. In many instances the con- 
duct of a study of departmental ef- 
fectiveness must be carried on as a 


by-product of budgetary control. To 
attempt it on any other basis might 
defeat its performance at the very 
outset. In going over costs carefully 
with the department head, great care 
should be exercised in determining 
whether or not these costs are all 
expenses that have been fully con- 
sumed without advancing a depart- 
ment towards its objectives. 

The distinction I am making is one 
between expenses and capital, not from 
the tax or bookkeeping standpoint, 
but from the standpoint of the de- 
velopment of the business through the 
only means by which it can develop, 
namely, personnel expense control, and 
methods. 

This distinction is important in 
varying degrees in every department 
of the business and it is the apprecia- 
tion of this fact that prevents a busi- 
ness from becoming static, which in 
this day is the first stage of decay. 

By the use of detailed costs as a 
basis of contact with the department 
head, the work of budgetary control 
is covered and advanced at the same 
time. 


ActTivitTiEs DISTINCTLY OF STAFF 
NATURE 


To report it must be borne in mind 
that the controller’s activities in this 
respect are not executive but of a staff 
nature, and his attitude in contacting 
the department managers, as well as 
the tenor of his report, must show 
appreciation of this distinction. 

Also this work should not be con- 
fused with that of other staff services, 
such as the personnel department, in- 
dustrial engineering department, out- 
side engineers or specialists; rather 
they are to be used wherever possible 
in checking observations. Frequently 
the conduct of the controller’s work 
emphasizes the need of services from 
these sources in a department. 


PERSONNEL 
One of the first things to determine 
is whether or not there is in the de- 
partment a man capable of stepping 
up to a department head’s responsibili- 
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ties if that head, for any reason, should 
be lost to the business. 

The next most important thing to 
determine is the presence of any one 
of outstanding executive ability and 
leadership ready for greater responsi- 
bility, and what the plans are for his 
promotion, either in that department 
or somewhere else in the business. 

The next item of importance is to 
determine whether the personnel 
training and development program is 
in keeping with the company’s poli- 
cies and if educational plans, thrift 
plans and similar employee relation- 
ship policies are being sold properly 
to the department, particularly to the 
outstanding employees who represent 
possible executive ability in the future. 

Too much emphasis cannot be laid 
on the importance of determining to 
what extent the department head him- 
self is “personnel conscious,” and 
thoroughly in accord with the per- 
sonnel policies and programs of the 
business. 

The extent to which he carries out 
the personnel policies and passes them 
down to his immediate assistants and 
junior executives determines largely 
the portion of his pay roll that is com- 
pletely used up when spent, and the 
portion that is going into the develop- 
ment of his department and its future 
value to the business. This value 
might be either in terms of ability of 
the department to assume heavier re- 
sponsibilities or ability to furnish men 
for executive positions in other de- 
partments of the business. 

After the controller has made his 
observations on the personnel status 
of a department through contact with 
not only the department head but his 
direct assistants and junior executives, 
whenever advisable, he should care- 
fully prepare a preliminary report on 
it and go over it in detail with the 
personnel director. 

After giving due consideration to 
the criticism of the personnel direc- 
tor, the report should then be reviewed 
by the major executive in the business 
responsible for the department. After 
this has been done the controller is 
in a position to prepare a final and 
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interpretive analysis for the manage- 
ment concerning personnel. 


EXPENSES 

A detailed review of expenses with 
the department head should reveal, as 
in the case of the personnel review, 
whether the department’s entire budget 
is being spent for just getting the 
work done or whether there is a por- 
tion of it actually contributing to 
improvement of methods, working 
conditions or keeping in touch with 
progressive companies who have simi- 
lar problems. 

A department cannot continue to 
function under an expense budget 
which does not provide for develop- 
ment through these and other means. 
Frequently savings under budget al- 
lowances, resulting from failure to 
carry out the constructive things, 
might result in future impairment of 
the department’s effectiveness, unless 
the controller, through his analysis, 
carefully points out the danger in this 
false economy. 

The greatest care must be used in 
the analysis of expenses and the con- 
troller, through his familiarity with 
all departments of the business, is 
the one man who, in addition to keep- 
ing a watchful eye for an opportunity 
to reduce expenses in the business, 
should be able to find places where 
more money can be judiciously and 
profitably spent. 

Some questions that should be an- 
swered in regard to the money being 
spent are: 


What steps are being taken con- 
stantly in the department to reduce 
expenses ? 


Is the monty being spent with 
companies best equipped to be of 
real service to the department, and 
are these companies familiar with 
the department’s problems and what 
contributions have they made to 
bring about a more efficient use of 
their services or materials ? 


Another important question is: 


Do we know how our experi- 
ence in the use of all items of ex- 
pense compares with the experi- 


ence of other companies, and how 
does it compare with our experience 
of previous years? 


These and many other questions 
suggest themselves, depending on the 
nature of the department being 
studied. 

The purchasing agent can be of great 
value in checking preliminary observa- 
tions on expenses and should be con- 
sulted before the final report is pre- 
pared. 


METHODS 


The controller cannot hope to, nor 
is it to be expected, that he go into 
the ramifications and details of all 
methods. Even if he did there is a 
great question of his ability to evalu- 
ate them. He is not qualified to per- 
form all the duties of an industrial 
engineer or a management engineer, 
and it would be foolish to attempt it. 

So far as methods are concerned, 
what he wants to know is; what steps 
are being taken to check and improve 
the methods in use, and how do they 
actually compare with the methods in 
use in other progressive businesses 
for the accomplishment of a similar 
task ? 

In certain cases he and the depart- 
ment head might even want to visit 
an outstanding company, probably 
through a contact made in an organiza- 
tion such as The Controllers Institute, 
and through an interchange of prob- 
lems and methods pertaining to that 
department’s function, the two con- 
trollers and two department heads 
might render mutual assistance to one 
another. 

Due to his outlook and contacts 
within and without the business the 
controller is in a position to determine 
the relative ability of different execu- 
tives in the development of methods 
and their tendency to search for 
improved procedure. Through this 
knowledge it would be possible to 
arrange for the transfer of this type of 
man into departments that have un- 
usually difficult problems. 

The controller should also be of 
great assistance in the selection of out- 
side services for the improvement of 
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methods or for counselling with or 
supplementing the work of the com- 
pany’s industrial engineering organiza- 
tion. 

As in the case of personnel and ex- 
penses, the controller’s findings on 
methods should be checked with the 
industrial engineering department or 
outside consultants, if necessary, be- 
fore writing the final report. 

In many instances the controller's 
final report will be of a confidential 
nature, made directly to the general 
management of the business. To whom 
this final report is made, of course, 
depends on the organization plan of 
the business and the controller's place 
in it. 

The detailed work and preliminary 
stage of this report should be kept in 
the controller's file and will prove a 
valuable aid to him in his budgetary 
analysis and budget-making work, in 
addition to furnishing the background 
and comparative basis for subsequent 
analysis of the department in question. 

For the performance of this work 
the controller should strive to be the 
embodiment of all the necessary 
qualities of background, experience, 
tact, aggressiveness and clear under- 
standing of the policies and objectives 
of the business. His ability to so func- 
tion with an open mind and with an 
unbiased and unprejudiced outlook 
will determine the progress he is mak- 
ing toward fulfilling the demands of 
the management. 

Being able to determine intelligently 
the progress of a department, its ac- 
complishments towards the aims and 
objectives of the business, is a faculty 
upon which greater emphasis will be 
laid in the future, either through the 
initiative of controllers or at the in- 
sistance of the chief executives of 
American business. 


According to the plan of organiza- 
tion and operation of The Research 
Council of the Controllers Institute, 
suggestions as to subjects to be studied 
will be received from any source, but 
final selection will be subject to ap- 
proval by the National Board of Di- 
rectors. 











CONTROLLERS INSTITUTE OF AMERICA 


Purposes, Requirements for Membership, and Other Information 


ens CONTROLLERS INSTITUTE OF AMERICA is a 
membership corporation, organized on a na- 
tional basis, and incorporated under the laws of The 
District of Columbia. Its active membership is care- 
fully restricted to controllers (sometimes spelled 
“comptroller’), and to those who perform the 
duties of a controller, even though they may not 
bear that title. The last named class includes corpo- 
rate officers, vice-presidents, treasurers, secretaries, 
general auditors, and executive accountants. Asso- 
ciate membership is open to educators, writers, and 
others in and related to the field of controllership 
who cannot qualify as active members, and to cor- 
porate officers and department heads who do not 
perform the duties of a controller, each such case to 
be decided on its merits. There is no junior mem- 
bership class. 

The Institute was formed in December, 1931, in 
response to a well-defined demand for an organiza- 
tion with high standards, of, by, and for control- 
lers exclusively, in view of the growing importance 
of the work of the controller, and the elevation of 
this official to a high plane of responsibility. 

The growing recognition accorded controllers in 
recent years, the increasing responsibilities laid upon 
controllers by legislative enactments, regulatory 
measures, and demands by government for informa- 
tion not previously required; the expansion of their 
duties, their advancement to high posts in the corpo- 
rate set-up, and the deepening complexity of the 
problems presented to them for quick solution— 
all these factors made it apparent that an organiza- 
tion was needed to foster studies of the special prob- 
lems of controllers, and to prepare them for a more 
efficient handling of their duties. 

All the benefits that flow from organization of 
men engaged in the same field of work are being 
derived from this association in one body, of con- 
trollers of business concerns generally, irrespective 
of lines of business. 


REQUIREMENTS FOR MEMBERSHIP 


Eligibility to active membership is easily deter- 
mined. Is the applicant a controller of a responsi- 
ble business concern, in industry, commerce, bank- 
ing? Does the applicant perform the commonly 
accepted duties of a controller, even though he does 
not bear the title of controller? Does he carry the 


responsibilities, the authority, and the rank usually 
given to a controller? If these questions can be 
answered in the affirmative, the applicant is eligible 
to membership. In some instances assistant con- 
trollers are eligible-to active membership, when 
recommended by their chiefs. 

Standards of eligibility to membership—includ- 
ing education, training, experience, responsibilities 
carried, duties performed, rank, and fitness—were 
established on a high plane and are rigidly observed. 

Determination of the eligibility of an applicant 
for membership is made on the strength of detailed 
statements made by the applicant himself and by his 
business associates, as to the education, training, 
and experience of the candidate, as to the duties 
that he is performing, and as to his rank and respon- 
sibilities. Candidates are required to provide such 
information as the Admissions Committee deems 
necessary to determine eligibility. 

The Institute retains the right to reject any appli- 
cation for membership. It is the sole judge of the 
fitness of any applicant for membership. The duties 
and responsibilities of a controller have been care- 
fully defined by The Institute. 


PURPOSES 


To conserve and advance the technical and pro- 
fessional interests of controllers are, broadly speak- 
ing, the purposes of the CONTROLLERS INSTITUTE OF 
AMERICA. 

Study of the technical and professional problems 
of the controller makes up a large part of its work. 

The Institute encourages preparation of papers 
and addresses on subjects of special interest to con- 
trollers; it provides a means for assembling facts 
and information of value to controllers, and for 
publication of books, pamphlets, reports and bulle- 
tins. This includes examination and scrutiny of ac- 
counting, auditing, budgetary, financial, tax, manage- 
ment and other problems which arise in the day to 
day work of controllers. Such study it is believed 
will aid in improving and standardizing controller- 
ship procedure. 

The organization purposes thus to provide means 
whereby controllers may be enabled more efficiently 
to perform their difficult duties. 

The Institute aims to make available to executives, 
to business men generally, to bankers and others, 
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as well as to its members, an understanding of the 
most ethical and approved methods of recording, 
accounting, evaluating, analyzing, and stating busi- 
ness and financial facts, with a view to improving 
such procedures. 

The charter of The Institute permits it to confer 
a title on its members which shall be indicative of 
membership in the organization. It may conduct an 
employment bureau and may serve also as the 
medium for presenting to the public facts of an eco- 


nomic character that will be of value to business. 


MEMBERSHIP, ADMISSIONS, DUES 


The by-laws of THE CONTROLLERS INSTITUTE OF 
AMERICA include these general provisions with re- 
spect to membership, admissions, and dues: 


MEMBERSHIP 

There are four classes—active, associate, life, and 
honorary. 

The class of active members is open to control- 
lers (sometimes spelled comptrollers), assistant con- 
trollers, executive accountants, and officers of corpo- 
rations who perform the commonly accepted duties 
of a controller. Only active members may vote and 
hold office. 

The class of associate members is open to educa- 
tors, writers, and others in and related to the field 
of controllership who do not perform the commonly 
accepted duties of a controller. 

Members must be at least twenty-one years of age. 


ADMISSIONS 


Candidates for membership must apply in writ- 
ing, and must be vouched for by at least one active 
member of The Institute. Each candidate must sup- 
ply such information as the Admissions Commit- 
tee may request in order to facilitate determination 
of the candidate’s eligibility to membership. 

Each application for membership must be accom- 
panied by the amount of the first year’s dues of the 
class to which the applicant is seeking admission. 

Any person who, having once been admitted to 
membership, forfeits that membership, or is ex- 
pelled, and applies again for membership, shall be 
subject to the same rules and procedure as an orig- 
inal applicant for membership. 


DUES AND FEES 


Dues of active and associate members shall be 
$25 a year, payable annually in advance on Sep- 
tember 1. 
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There shall be no admission fee until ordered by 
the Board of Directors. 


Supplementary Information 

The Institute, since its organization, has formed branches 
in eight of the larger cities—New York, Chicago, Philadel- 
phia, Boston, Pittsburgh, Cleveland, St. Louis and San Fran- 
cisco. These branches are designated as “Controls” and 
provide a means for members of The Institute in a given 
locality to conduct discussions of pressing problems. Other 
Controls are in process of organization. 

The Institute now numbers five hundred members, who 
have been chosen with great care. 

What the Controllers Institute has accomplished during 
the four years of its existence is regarded as really amazing, 
in view of the fact that in the first two of those years The 
Institute’s membership was extremely limited in size. The 
caliber of the men comprising The Institute, and the In- 
stitute’s announced purposes, commanded the respect and 
recognition of many departments of the government, in- 
cluding the Federal Trade Commission, the Securities and 
Exchange Commission, and the Internal Revenue Depart- 
ment; and such private institutions as the New York Stock 
Exchange and a number of educational institutions. 

It was due to the efforts of The Institute alone that 
Congress wrote into the Securities Act of 1933 a provision 
requiring that controllers sign registration statements; and 
likewise it was due to the efforts of The Institute alone that 
this same provision was written into the Securities Exchange 
Act of 1934. Similarly, it was because of representations 
made by the Controllers Institute that the form of the afh- 
davit section of the Internal Revenue Income Tax Returns 
was altered so as to permit the signing of the returns by 
the principal accounting officer of a taxpaying firm or corpo- 
ration. 

The Controllers Institute’s officers and directors, as well 
as its membership generally, realize that there is a heavy 
program ahead of it in the way of education, in the way of 
improvement of technique and procedure; and that much 
study and effort must be exerted in order to meet the demands 
placed on controllers by Federal and State legislation, such 
as the Social Security Act, which, following closely on the 
heels of the Securities Exchange Act of 1934, presents 
many problems. 

Membership in The Institute will make it possible for 
controllers to obtain information of incalculable value from 
other controllers as to procedures which they are following, 
and as to solutions which they have reached as to the many 
perplexing problems presented by new laws and new regu- 
lations. 

The booklets, “One Year’s Work of The Controllers In- 
stitute” and “A Year of Progress” are available to those 
interested. They present a detailed account of the activi- 
ties of The Institute during 1934 and 1935. 














REVIEWS of Current Business Publications 


ANALYSIS OF INDUSTRIAL SECURI- 
TIES, by John H. Prime, Associate Profes- 
sor of Finance, New York University. 


Prentice-Hall, New York City. 352 pages. 
$4.00. 


The investor should choose first the in- 
dustry, second the company, and third the 
individual security, and compare the value 
with the price. A weak company may make 
money in a flourishing industry while a 
good company in a weak industry is still a 
poor investment. Although a security may 
be Al, it is not necessarily a good purchase 
at any price. 

An understanding of the problems of an 
industry is necessary to the proper ap- 
praisal of its future. One should consider 
(1) its economic importance, i.e., the type 
of product and whether the demand for it 
is constant, growing, fluctuating, or uncer- 
tain; (2) its stage of development—experi- 
mental, expansion, saturation, or decline; 
(3) its special problems, e.g., its liability 
to changes in style or taste and to internal 
or external competition; and (4) its eco- 
nomic characteristics. 

The economic cycle has a varying effect 
on different industries according to the elas- 
ticity of demand for the product and the 
relative importance of raw materials, wages, 
and fixed charges in its costs. Sales fluctua- 
tions differ as between short-life consumer's 
necessities and durable producer’s goods. 
The price risk is greatest in industries 
closely associated with raw materials and 
requiring large inventories or with heavy 
fixed charges, and is least when raw ma- 
terials and fixed charges are negligible and 
when the bulk of the inventory risk can be 
thrown back upon the supplier or forward 
upon the dealer. 

Picking the individual company requires 
consideration of (1) its relative position in 
the industry and the trend thereof as meas- 
ured by profits, sales, and assets; (2) the 
character of its management; (3) the ex- 
tent and effectiveness of its research activ- 
ities; (4) the concentration or diversifica- 
tion of its product and the market for it; 
(5) the adequacy of its integration, verti- 
cal or horizontal; (6) its control of sources 
of raw material, whether monopoly or not, 
and the risk of new discoveries by others; 
(7) its ownership of patents and the risk 
of infringement or of increased competition 
upon expiration. 

In order to judge companies and appraise 
their securities it is necessary to understand 
financial reports and the legal aspects of 
bonds and stocks. Hence five chapters on 
the selection of the industry and company 
are followed by chapters on (6) an intro- 
duction to financial reports; (7) deprecia- 
tion and depletion; (8) income statement; 
(9) balance sheet; (10) capitalization; 
(11) bonds; (12) preferred stocks; and 


(13) common stocks. The book is full of 
concrete illustrations and comparisons. The 
final chapter gives examples of analyses of 
actual companies. 

This book is designed as a guide for the 
investor in analyzing his investments and 
as a manual for the student of security anal- 
ysis. Controllers will find it interesting to 
read and useful for reference. 

Reviewed by E. STEWART FREEMAN. 
Dennison Manufacturing Company. 


FROM DEBT TO PROSPERITY by J. 


Crate Larkin. The New Economics Press, 


New York City. 82 pages. Price 25 cents. 


The cry for cash to meet overdue pay- 
ments is periodically heard in the business 
world when unsold commodities face a 
contracting market. Hosts of business men 
to whom the Government appears only in 
the guise of tax collector, turn in time of 
distress to the Government as a possible 
source of financing and the creating of cash 
with which to meet these payments. 

Theories promising to supply ready cash, 
or something that looks like cash, spring up 
with every crisis. A plan that has become 
popular is known as the “Social Credit’ 
theory, worked out by Major C. H. Doug- 
las, Scottish engineer, and described in the 
82 page booklet ‘From Debt to Prosperity,” 
by J. Crate Larkin. 

There is not space here to discuss the 
theoretical aspect of Major Douglas’s work. 
Those connected with business and finance 
would do well to read this booklet. 

Major Douglas shows a very clear under- 
standing of the cause and effect of the pres- 
ent depression but unfortunately does not 
take into consideration the American form 
of Government, nor the general attitude 
taken by business men and bankers who 
control to a degree the destinies of the 
American Government. In view of the 
general opposition shown by both our finan- 
ciers and industrialists toward any but the 
old orthodox methods in solving the pres- 
ent crisis, it is assumed that the plan as 
outlined would have very little success in 
this country. 

The basic practical proposal of Major 
Douglas is known as “Just Price,’’ which is 
described as follows: 

Assume that the value of all goods on 
the market add up at a given period to 25 
per cent. more than the total purchasing 
power. The social credit proponents then 
propose that the consumer pay to the re- 
tailer only 75 per cent. of the retailers’ 
price, and that the Government then give 
the retailer the difference, through the bank 
where the retailer keeps his account. The 
bank credits the retailer with the difference, 
and for doing so gets Treasury Credit Certif- 
icates from the Government, which would 
make the banks’ books balance. Propo- 


nents of this plan consider finance as a whole 
nothing more than a bookkeeping problem 
which can be controlled by the Government 
in conjunction with the banks, although 
they would leave the banks independent. 


The social credit theory is to be for- 
warded with the following guarantees: 


1. There is to be no inflation. 


2. There is to be no confiscation of pri- 
vate property. 


3. There is to be no price fixing. 


It is difficult to see how Mr. Larkin can 
accomplish the above under the method 
which is described in this booklet, even 
though he says, “Inflation is not an in- 
crease of purchasing power, it is an in- 
crease in the number or amount of money 
tokens, whether paper or otherwise, accom- 
panied by an increase in price, so both the 
money-to-spend side is, in figures, raised, 
and the price side is also, in figures, raised.” 
In addition to which he creates numerous 
bookkeeping entries which must be made 
between the depositor, the bank, and the 
United States Treasury. 

If, as stated in this booklet, the chief 
cause for the depression is the lack of pur- 
chasing power as compared with the power 
of production—and as he states that ample 
provision for financing production has and 
is arranged, but little and faulty provision 
is made for financing consumption—a much 
simpler method can be created by the 
United States Government by permitting 
the Treasury Department to issue:— 


(Continued on page 202) 





| Revenue Act of 1935—Digested 


| Controllers should have a thorough 
knowledge of the effect of the new 
law upon the tax liability of corpora- 
tions. Changes in the 1935 Act 
clearly explained and illustrated by 
means of practical examples. Send 25 
cents coin or stamps for September is- 
sue. Regular subscription price is 
| $4.00 for twelve issues. 


| CURRENT TAX REVIEW, INC. 
| 112 West 42nd Street, New York 


| A monthly digest and review of im- 
| portant tax rulings and decisions in- 
| cluding special tax query department. 
| Clear, non-technical, easily under- 
stood. 


FREE TO SUBSCRIBERS—Comprehensive 
| article by Joseph J. Wechsler, M.E., 
C.P.A., dealing with Treasury De- 
partment’s depreciation policy (T.D. 
4422) gives illustration showing step 
by step how to prepare the required 
14 column schedule. Only a limited 
| number of copies available. 

















REVIEWS of Current Business Publications 


(Continued from page 201) 

1. Credit certificates in the lowest de- 
nomination workable, of let us say $10.00. 

2. These certificates would be drawn in 
the form of negotiable instruments on a 
discount basis, making provision on the 
certificate to show the reduced value. 

3. The certificates to be used for the pur- 
chase of merchandise, rents and other such 
items, and have a diminishing value of 1 
per cent. on each transaction incurred, but 
shall not be eligible for deposit or invest- 
ment, or exchanged for cash in excess of 
the minimum cash value. 

4. That upon the certificate reaching a 
nominal sum where the 1 per cent. discount 
would not warrant further negotiation, it 
would be presented to a bank for cash, and 
in turn would be accepted and exchanged by 
the Government for cash. 

5. It would be a misdemeanor to refuse to 
accept these certificates in exchange for mer- 
chandise in the first six months of issuance. 

6. The certificates would expire within 
one year from date of issuance. 

The certificates would be distributed in 
lieu of payments for old-age pensions; 
soldiers’ bonus; or other such worthy 
causes. This method of payment would 
create a constant purchasing power without 
the necessity of creating a large bonded in- 
debtedness by the Government, the issuing 
of additional currency, and the levying of 
additional taxes for such necessities. The 
burden of such payments would be borne by 
those who would benefit through such is- 
suance to the extent of 1 per cent. of the 
amount of business done. 

If a method such as the above were to 
be adopted, the Government would be able 
to rescind the portion of the payroll tax 
which is to be collected from employers for 
the creation and payment of pensions. The 
tax, however, would continue to be levied 
against employees for this pension, and the 
money collected from this source would be 
used for the retirement of the above stated 
negotiable certificates, when it reached the 
nominal sum, where it would be inadvis- 
able for further discount of 1 per cent. In 
this way the Government could afford to be 
liberal in its pension plan; create a constant 
purchasing power and the usage of goods; 
increase employment because of the necessity 
of further production, and avoid taxation 
for old-age pensions or other worthy causes. 

Reviewed by PHiLip KLuPT. 
Fairchild Publications. 


PAYROLL ACCOUNTING, by staff of 
Systems Division, C. E. Sheppard Company, 
New York. 

This pamphlet is devoted to a discussion 
of pay roll accounting under the govern- 
ment’s social security program and state un- 
employment insurance laws. It is pointed 


out that while pay roll records which were 














EXHIBIT “A” 
Payable by Empioyer on a — 
arnin: mployer 
Unemployment Payment Payment Employer Taz “ a 
Compensation to Fed. to Fed. Total on Employee 

Payable after Old Age Federal First State 

0 90% Cr. Pension and $3000 and 
Year State for State Tax State Earning Federal 
1936 1% */10%o None 1*/% None 1*/10% 
1937 2% */10%o 1% 3 */10%o 1% 4?/17% 
1938 3% */10% 1% 4*/% 1% 5 */1% 
1939 3% °/10%o 1% 4*/10% 1% 5 */10% 
1940 3% */10%o 114% 4°/10% 114% 6*/10% 
1941 3% 5/10% 114% 4 */% 114% 6 */10% 
1942 3% */10% 114% 4 8/10% 114% 6 */ 10% 
1943 3% */ Yo 2% 5 */10% 2% 7 */1% 
1944 3% 5/10% 2% 5 */10% 2% 7 */1% 
1945 3% */10% 2% 5 */0% 2% 7*/12% 
1946 3% */10%o 214% 5 °/10% 214% 8 */10% 
1947 3% [Zo 214% 5 */10% 214% 8 */10% 
1948 3% / 10% 214% 5 */10% 244% 8 */10% 
1949 and after 3% */ 10% 3% 6 */10% 3% 9 */10% 








Note—tThese percentage figures do not apply to total pay roll figures but to defined pay roll totals 
after deducting the earnings of certain classes as defined by Federal and State Laws. The 
earnings tax applies against the first $3000 of earnings of each employee in each year, and 
is collected by the employer through pay roll deduction. 


kept formerly may have been entirely sat- 
isfactory, they will probably be inadequate 
under the terms of the national Social Se- 
curity Act and of the various state laws, to 
yield the information required by those acts. 

The widespread need of specific pay roll 
information, in sufficient detail to comply 
with all the acts, is set forth thus: 


“The earnings tax against employers for 
the purpose of creating reserves for un- 
employment compensation are applicable to 
defined pay roll figures from January 1, 
1936. This pay roll tax must be paid by 
all employers under the law regardless of 
state action in setting up laws for the state 
control and operation of Unemployment 
Compensation Plans. No states are ex- 
empted from the payment of this Federal 
Pay Roll Tax, but in those states where 
Unemployment Compensation Laws are 
passed there is a ninety per cent. credit 
allowable against payments to such state 
funds, which credits are applied against 
the payment of the Federal Tax. 


“The Federal tax against employers applies 
to all pay roll payments after January 1, 1936, 
and is based on defined pay roll figures.” 


The pamphlet suggests that a folder be 
allotted to each employee, and reproduces 
several forms of records, including appli- 
cation for employment, notice of change of 
status, report of lost time, record of sub- 
stitute employee, reinstatement notice, rec- 
ord of termination of employment, record 
of unemployment claims, of claims filed, of 
claims paid, and a personnel record. The 
most important proposed form is that which 
provides an individual employment and 
earning record, and close on its heels is 
the form for pay roll record. 

“The following figures,” says this book- 
let, ‘‘are based on state laws being passed 
that do not provide for employee contribu- 
tions to unemployment reserve funds and do 
not provide for a higher tax than is con- 
templated by Federal Social Security Laws.”’ 
(Note: The figures appear in an adjoining 
column as Exhibit A.) 

This booklet constitutes an interesting 
contribution to the discussion, especially 
the exhibit of proposed forms. 


Reviewed by ARTHUR R. TUCKER. 
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REVIEWS of Current Business Publications 


OPERATING RESULTS OF DEPART- 
MENT AND SPECIALTY STORES IN 
1934, by Carl N. Schmalz. Bureau of Busi- 
ness Research, Harvard University Graduate 
School of Business Administration. 42 
pages. $2.50. 

This is the fifteenth of a series of reports 
issued annually. The cooperation and fi- 
nancial support of the National Retail Dry 
Goods Association helps to make it possi- 
ble. Earnings of both department stores 
and specialty stores were larger in 1934 
than in 1933, according to the report, carry- 
ing the net gain of department stores to 
2.6 per cent. of sales, and of specialty stores 
to 2.3 per cent. The improvement in earn- 
ings was due almost entirely to the increase 
in sales volume, averaging roughly 11 per 
cent. Percentage rates of gross margin 
were slightly lower in 1934 than in 1933; 
but with the increased dollar sales volume 
the aggregate dollar margins were higher. 
Percentage rates of expense likewise were 
lower in 1934; but dollar expenses ex- 
hibited an appreciable increase, both in the 
aggregate and in cents per transaction. 

The Bureau observed a decline, in the 
report for 1933, in the relative position of 
large stores as compared with small stores. 
The Bureau notes that this decline has con- 
tinued and that in 1934 the large stores 
exhibited practically no advantage over 
small stores in earnings rates. The report 
is based on figures submitted by 544 firms 
with an aggregate sales volume of $1,311,- 
980,000, approximately 35 per cent. of the 
total department and specialty stores vol- 
ume in this country. The bulletin includes 
a special section, illustrated with a num- 


ber of charts, analyzing the trends of dol- 
lar expense during the depression. 

With respect to the increase in dollar 
expense, the Bureau sounds a warning to 
department store executives, emphasizes the 
difficulty of controlling expenses primarily 
by means of percentages, and urges that 
new indexes be developed reflecting costs 
per unit of work done and output per per- 
son employed. This is the portion of the 
report which will be of greatest interest to 
controllers. To quote from the report: 

“Actual expenditures and charges in dol- 
lars should be watched, of course; but new 
ratios are needed, and for the most part 
these statistics should not involve the use 
of dollar figures, or should involve dollar 
figures in only one element instead of two. 
Among the indexes which store executives 
will find valuable at this time ate those re- 
flecting costs per unit of work done and 
output per person or person-day, such as 
the following: direct selling salary cost per 
transaction; total expense per transaction; 
delivery cost per package, or per count, de- 
livered; number of transactions per sales- 
person; number of charge transactions per 
biller; number of pieces marked per mark- 
ing room employee; and number of in- 
voices handled per accounts payable em- 
ployee.”” It is a most interesting and 
valuable study. 

Reviewed by ARTHUR R. TUCKER. 


CURRENT TAX REVIEW. Monthly. 
$4.00 per year. 


The September issue of Current Tax Re- 
view presents a timely discussion of the new 


tax provisions and changes in the 1935 
Revenue Act. Such matters as the gradu- 
ated corporation tax, partial dividend tax, 
estate and gift taxes are discussed and their 
possible effects noted. Suggestions are 
made regarding the method of arriving at 
a new declared value of a corporation’s 
capital stock, taking into consideration the 
new excess profits tax rates. 

The October issue of Current Tax Re- 
view contains an article on how the new 
gift tax discourages the distribution of 
property and prevents tax avoidance, to- 
gether with a specific illustration of how 
the tax is computed under the 1935 Act. 
Also a discussion of important principles to 
be considered in arriving at the new de- 
clared value of a corporation's capital stock. 


New York 


A searching inquiry into the subject 
of what is going to be required of busi- 
ness concerns in order to comply with 
the provisions of the Federal Social Se- 
curity Act and the New York State 
Unemployment Insurance Act was made 
by members of the New York City Con- 
trol at the monthly meeting of the 
Control, October 31. 

Mr. Glenn A. Bowers, director of Un- 
employment Insurance of the State of 
New York, addressed the meeting, and 
later answered the many questions pro- 
pounded to him by the controllers pres- 
ent. 

The meeting was more largely attended 
than any previous meeting in the history 
of the Control. President O. W. Brewer 
presided. The address by Mr. Bowers 
appears in this number of THE CONTROLLER. 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of the Controllers Institute of America, 
held October 14, 1935, the applicants 
named below were elected to active mem- 
bership in The Institute: 


CHARLES L. BEEMER 
Wolverine-Empire Refining Company, 
New York City. 

E. R. CLARKSON 
Kaufmann Department Stores, Inc., Pitts- 
burgh, Pennsylvania. 

J. L. CLurey 
Standard Oil Company of New Jersey, 
New York City. 

F. WARREN COOPER 
Public Service Electric & Gas Company, 
Newark, New Jersey. 

S. W. DuHIG 
Shell Union Oil Corporation, New York 
City. 

F, EAKIN 
A. E. Staley Manufacturing Company, 
Decatur, Illinois. 

F. A. EISELE 
Laclede Steel Company, St. Louis, Mis- 
souri. 

G. W. Goop 
Sangamo Electric Company, Springfield, 
Illinois. 

FRANKLYN HEYDECKE 
Public Service Electric & Gas Company, 
Newark, New Jersey. 

Ivory C. JONES 
Monsanto Chemical Company of Ala- 
bama, St. Louis, Missouri. 

A. T. LEIMBACH ; 
Edison Brothers Stores, Inc., St. Louis, 
Missouri. 

Paut G. McCoLLUM 
RCA Manufacturing Company, Inc., Cam- 
den, New Jersey. 

A. PATTISON, JR. 

Standard-Vacuum Oil Company, New 
York City. 

WILLIAM E. PERRY 
Scranton Lace Company, Scranton, Penn- 
sylvania. 

ARTHUR C, SCHUCHARDT 
Lambert Pharmacal Company, St. Louis, 
Missouri. 

Orto C. SCHULTZ 
Stix, Baer & Fuller, St. Louis, Missouri. 

Ciaup A. THORNBURG 
Abbott Laboratories, North Chicago, 
Illinois. 

S. L. WHITESTONE 
General Electric Company, Schenectady, 
New York. 


LIKED ANNUAL MEETING 


To the Secretary: 

This letter is written for the purpose of 
congratulating the officers, directors and 
others who made the excellent program of 
the convention just past an outstanding 
success. I personally derived a great deal 


of good from the inspiring addresses and 
from the papers presented. 

The address delivered by Mr. Parkinson 
was a particularly inspiring one, and if it 
is put up in printed form separate and 
apart from the other proceedings, I should 
very much like to secure say from six to 
ten copies of it for distribution within our 
organization. 

C. V. RIEFENBERG. 
Tubize Chatillon Corporation. 





Membership Certificates 


‘Membership certificates have been 
issued to more than 300 of the mem- | 
bers of THE CONTROLLERS INSTITUTE | 
oF AmERIcA. About half of those | 
who have asked that certificates be sent | 
them have requested that they be 
framed. The certificates are sent with- 
out charge to all members; a small 
| charge is asked for the frame. The 
| exact lettering desired on certificates 
| should be sent to the secretary. 

The lettering of the certificates, the 
obtaining of requisite signatures, and | 
other details, are time consuming 
items. It may take the better part of 
a month to prepare a certificate, after 
the request is made. 











PHOTOGRAPH OF 

ANNUAL DINNER 
HE photograph of the au- 
dience in attendance at the 
Fourth Annual Dinner of The 
Institute, at the Waldorf-Astoria 
Hotel, New York City, Septem- 
| ber 17, turned out to be an excel- 
lent picture. It was taken by the 
Drucker & Baltes Company, Inc., 
106 West 43rd Street, New York 
| City. Copies of it, unmounted, are 
| available at $1.00 apiece. Orders 
should be sent direct to the pho- 

tographers. 











CONTROLS 

CHICAGO 
Secretary, Frank G. LaBonte, Marsh 
& McLennan, Inc., 164 West Jack- 
son Boulevard. 

CLEVELAND 
Secretary, L. H. deForest, The 
American Fork & Hoe Company, 
1623 Euclid Avenue. 

New ENGLAND 
Secretary, David R. Anderson, The 
Kendall Company, Walpole, Massa- 
chusetts. 

New York City 
Secretary, W. J. Wilckens, The Em- 
pire Power Corporation, 50 Church 
Street. 

PHILADELPHIA 
Secretary, R. C. Casselberry, Sharp 
& Dohme, Inc., North Broad Street. 

PITTSBURGH 
Secretary, John L. Glenn, Pittsburgh 
Coal’ Company, 1126 Henry W. 
Oliver Building. 

SAN FRANCISCO 
Secretary, J. E. Brokaw, Crown- 
Zellerbach Corporation, 343 San- 
some Street. 

St. Louis 
Officers of Control to be elected 
November 18. Communications may 
be sent to F. A. Ulmer, care Mon- 
santo Chemical Works, Inc., 1724 
South Second Street, St. Louis. 


Members of The Institute who visit 
any of the cities named above are as- 
sured of a cordial welcome, and of an 
Opportunity to meet other members of 
The Institute, if they will communi- 
cate with the secretaries. The national 
office will assist in making members’ 
visits to New York enjoyable. The 
New York City Control has an in- 
formal luncheon on Thursday of each 
week, except the week in which its 
monthly dinner meeting is held. Vis- 
itors welcome. The Pittsburgh Control 
holds weekly luncheons on Thursdays. 
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Chart—‘‘Controlled Planning for Sales and Profit’’ sent on request. 


























INSTITUTE ACTIVITIES-COMMUNICATIONS 





MEETINGS OF 

CONTROLS 

| October 

| October 16: Cleveland. Regular 
monthly meeting. Round table 
discussion, and review of In- 

| stitute’s annual meeting. 

October 24: Philadelphia. Regu- 


| lar monthly meeting. Open | 
| forum. Subject, “How the | 
Controller Can Increase His 


| Usefulness to the Management 

| of His Company.” Chairman, 
Mr. F. J. Fei, Jr. Discus- 
sion leader, Mr. DANIEL H. 
SCHULTZ. 

October 29: Pittsburgh. Regular 
monthly meeting. Round table 


| discussion. 
| October 30: New England (at 
Worcester Country Club). 


| Regular monthly meeting. 
| October 31: New York. Subject, 
‘Unemployment Insurance.” 
| Speaker, Mr. GLENN A. 
| Bowers, Director State Unem- 
ployment Insurance Commis- 
sion. Regular monthly meeting. 
November 12: Los Angeles. 
| Special meeting of controllers. 
| To be addressed by President 
| RODNEY S. DURKEE. 
| November 14: San Francisco. 
Regular monthly meeting, to 
be addressed by President Rop- 
NEY S. DURKEE. 
| November 18: S¢. Louis. Or- 
| ganization meeting. Charter 
of Control to be presented by 
| President RopNEy S. DuRKEE. 
November 19: Chicago. Regular 
monthly meeting. Subject, 
"Social Security Act.” Speaker 
Dr. STUART P. MEECH, Uni- 
versity of Chicago. Informal 
address, President RODNEY S. 
DURKEE. 











THE CONTROLLER is sent without 
charge to members of THE CONTROL- 
LERS INSTITUTE OF AMERICA. Sub- 
scription rate to non-members, $4 a 
year. Single copies, 50 cents. 


REPORTS OF ACTIVITIES 
AMONG CONTROLS 


New England 


Plans for the coming season have been 
completed by directors of the New England 
Control, who met October 2 at the City 
Club in Boston. 

President Daniel A. Beaton appointed a 
Meetings Committee for the current year as 
follows: C. Ellis Spencer, chairman; Philip 
R. Calder, Harold M. Lawson, Charles H. 
Carswell, Laurence W. Aldrich and David 
R. Anderson. 

The New England Control met Wed- 
nesday, October 30, at the Worcester 
Country Club, Worcester, Mass. A golf 
match in the afternoon was followed by 
dinner, and then by a general round table 
discussion of two subjects: “Social Se- 
curity, Act,’’ discussion opened by Mr. 
Harold M. Lawson, Salada Tea Com- 
pany; and “Budgets for 1936,” discus- 
sion opened by Mr. E. Stewart Freeman, 
Dennison Manufacturing Company. Mr. 
Rodney S. Durkee, President of the In- 
stitute, was in attendance. 

Members of the New England Control are 
being asked for suggestions as to subjects 
to be covered in papers and informal dis- 
cussions. 

Pittsburgh 

A round table discussion was held by 
the Pittsburgh Control on October 29, 
the principal topic for discussion being 
“Provisions and Methods of Administer- 
ing the Various Unemployment Insurance 
Laws,” and other social security enact- 
ments. President Paul J. Urquhart was 
in charge of the round table discussion. 
Another meeting is to be held on the 
third Tuesday of November. 


Cleveland 

A meeting of the Cleveland Control 
was held Wednesday, October 16, in the 
Terrace Room of Hotel Cleveland. Presi- 
dent J. J. Anzalone announced appoint- 
ment of an Auditing Committee of two, 
consisting of Mr. J. P. Carpenter and 
Mr. F. M. Shadley. President Anzalone 
announced also appointment of an Admis- 
sions Committee, which would serve also 
as a Membership Committee, to be com- 
posed of Messrs. M. W. Thernes, F. E. 


Kuhl, and John K. Thompson. The Ad- 
missions Committee will pass on the 
names of persons suggested for member- 
ship in the Institute, before invitations 
are extended to apply for membership. 

In addition to any special programs 
which may be arranged, members of the 
Cleveland Control decided that all meet- 
ings of the Control should be open for 
discussion of the practical problems of 
any member. The subject “Functions of 
the Controller” will be discussed thor- 
oughly at each meeting during the year 
until the subject has been fully covered, 
taking up each phase of the duties and 
responsibilities of the controller. Cur- 
rent topics of interest will also be mat- 
ters for discussion. 

Mr. A. M. Dewey accepted an assign- 
ment to lead the discussion at the Novem- 
ber meeting of “Functions of the Con- 
troller,” and Mr. J. J. Anzalone accepted 
an assignment to lead the discussion of 
“The Social Security Act.” 

A report on the Proceedings of the 
Fourth Annual Meeting of the Institute, 
held in New York City, was given by 
Mr. M. W. Thernes. Mr. Anzalone also 
gave his impressions of the Annual Meet- 


ing. 
Philadel phia 

The first meeting of the season was held 
by the Philadelphia Control on October 24 
at the Penn Athletic Club. The meeting 
took the form of a round table discussion 
on “How the Controller Can Increase His 
Usefulness to the Management of His Com- 
pany.” Mr. F. J. Fell, Jr. was chairman of 
the meeting, and Mr. Daniel H. Schultz dis- 
cussion leader. 


San Francisco 


A meeting of the San Francisco Control 
is announced to be held November 14 at 
6:30 P.M. which will be addressed by Mr. 
Rodney S. Durkee, President of The Con- 
trollers Institute of America. 


An article entitled ‘Accounting Credits,” 
by H. A. Merkel, a member of The Con- 
trollers Institute of America, appeared in 
the September, 1935 issue of ‘The Ounce 
of Prevention,” published monthly by The 
Hooper-Holmes Bureau, Inc. Mr. Merkel 
is president of the New York Society of 
Accountants. 
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Institute Committees Appointed 








Since the Fourth Annual Meeting of 
THE CONTROLLERS INSTITUTE OF AMERICA, 
President Rodney S. Durkee and the Board 
of Directors have given much time and 
thought to organizing the committees of 
The Institute for 1936. 

The work is well advanced, but is not 


complete. Thirteen committees are pro- 
jected; seven have been completed, as 
shown here, except that additional ap- 


pointments may be made to the Research 
Council: 
Executive 
FRANKLIN D. COLBURN, Chairman 
Hegeman-Harris Company, Inc., 
York City 
DANIEL H. BENDER, New York City 
LEROY V. PORTER 
New York Central Railroad, New York 
City 
J. CALVIN SHUMBERGER 
Lehigh Portland Cement Company, Al- 
lentown, Pa. 
F. C. WATKINS 
U. S. Industrial Alcohol Company, New 
York City 


New 


Budget and Finance 
W. R. DoreMus, Chairman 
Ingersoll-Rand Company, 
City 
LERoY V. PORTER 
New York Central Railroad, New York 
City 
Earv D. PAGE 
Philadelphia & Reading Coal & Iron 
Company, Philadelphia, Pa. 


New York 


Admissions 
RANDOLPH LANE, Chairman 
N. Y. Quinine & Chemical 
Brooklyn, N. Y. 
A. E. CHURCH 
Reynolds Corporation, New York City 
A. J. P. Estrin 
Canada Dry Ginger Ale, Inc., New York 
City 
THomas H. HUGHES 
General Printing Ink Corporation, New 
York City 
L. H. LUND 
Westinghouse Electric International Com- 
pany, New York City 
CaRL V. RIEFENBERG 
Tubize Chatillon Corporation, New York 
City 
J. HoLttoway TARRY 
Empire State, Inc., New York City 
ARLO WILSON 
Vick Chemical 
City 
Cooperation with Securities and Exchange 
Commission. 
ALBERT J. LANSING, Chairman. 
Colgate-Palmolive-Peet Company, Jersey 


Works, 


Company, New York 


City, N. J. 
EpwIN F. CHINLUND 
International Telephone & Telegraph 
Corporation, New York City 
F. G. HAMRICK 
American Smelting & Refining Company, 
New York City 


ROSCOE SEYBOLD 
Westinghouse Electric & Manufacturing 
Company, East Pittsburgh, Pa. 
J. S. SNELHAM 
Continental Can Company, 
York City 
SAMUEL L. WHITESTONE 
General Electric Company, Schenectady, 
New York 


Publication of THE CONTROLLER 


Harry H. WEINSTOCK, Chairman 
The New York Times Company, New 
York City 
T.E., J. CROWLEY 
The New York American, New York 
City 
PHILIP KLUPT 
Fairchild Publications, New York City 
WALTER C. TURNER 
The Curtis Publishing Company, Phila- 
delphia, Pa. 
Research Council 
HENRY D. MInIcu, Chairman 
Sonotone Corporation, New York City 
JAMES F. ALLEN 
The American Laundry Machinery Com- 
pany, Cincinnati, Ohio 
S. B. ANDREWS 
Goulds Pumps, Inc., Seneca Falls, New 
York 
GEORGE M. ARISMAN 
Armstrong Cork Company, Lancaster, Pa. 
ALLAN G. ARMSTRONG 
Board of Transportation, 
City 
K. E. ARMSTRONG 
Marshall Field & Company, Chicago, III. 
WILLIAM F. BaTTIN 
International Business Machines 
pany, New York City 
A. R. M. Boyle 
Lehn & Fink Products Company, New 


Inc., New 


New York 


Com- 


York City 
OswaLp C. BUCHANAN 
International Telephone & Telegraph 


Corporation, New York City 
PHILIP R. CALDER 
United Fruit Company, Boston, Mass. 
WILLIAM M. CaRNEY 
Scott Paper Company, Chester, Pa. 
WILLIAM H. Carr 
Yosemite Park & Curry Company, Calif. 
PHILIP I. CARTHAGE 
Interstate Department Stores, Inc., New 
York City 
T. E. J. CROWLEY 
The New York American, New York 
City 
C. A. DANIELS 
The Conde Nast 
Greenwich, Conn. 
WALLACE L. Davis 
Pennsylvania Power & Light Company, 
Allentown, Pa. 
H. F. ELBERFELD 
Colgate-Palmolive-Peet Company, Jersey 
City, N. J. 
THoMaSs L. EvANs 
Western Electrical Instrument Corpora- 
tion, Newark, N. J 
Juius L. FREED 
H. L. Green Company, Inc., New York 
City 


Publications, Inc., 


F. G. HAMRICK. 
American Smelting & Refining Company, 
New York City 
GeorGE H. HEss, Jr. 
Great Northern Railway Company, St. 
Paul, Minn. 
J. Frep HuNT 
Kimberly-Clark Corporation, 
Wis. 
L. V. JENKINS 
Jefferson Electric Company, Bellwood, 
Il. 
MATHEW KECK 
Borg-Warner Corporation, Chicago, III. 
A. W. LISHAWA 
R. Hoe & Company, Inc., New York City 
WILLIAM F. MAXWELL 
Reserve Development Company, Tulsa, 
Okla. 
JAMES L. McINTOSH 
Dictaphone Corporation, 
Conn. 
ERNEST L. OSBORNE 
Washington, D. C. 
WALTER C. OTTO 
The Wahl Company, Chicago, Ill. 
ROBERT R. PATTILLO 
Retail Credit Company, Inc., Atlanta, Ga. 
JAMES E. PRESCOTT 
Chartered Investors, Inc., Paterson, N. J. 
CarL E. RESLEY 
National Radiator Corporation, Johns- 
town, Penn. 
HERBERT J. REEVES 
International Silver Company, Meriden, 
Conn. 
M. RICKLES 
Van Kannel Revolving Door Company, 
New York City 
RussELL M. RIGGINS 
Phillips Petroleum Company, Bartlesville, 
Okla. 
L. G. ROWE 
Emerson Electric Manufacturing Com- 
pany, St. Louis, Mo. 
F. A. SMITH 
Greenfield Tap & Die 
Greenfield, Mass. 
J. Haro_p SMITH 
New York City 
C. ELiis SPENCER 
Crompton & Knowles 
Worcester, Mass. 
J. F. WOESSNER 
Davison Coke & Iron Company, Pitts- 
burgh, Pa. 


Manual for Government of Controls 
Harry H. WEINSTOCK, Chairman 
New York Times Company, New York 
City 
F. D. COLBURN 
Hegeman-Harris 
York City 
F. C. WATKINS 
U. S. Industrial Alcohol Company, New 
York City 


Other committees which are in process 
of organization include, (1) Education; 
(2) Professional Standing; (3) Legisla- 
tion; (4) Social Security Acts; (5) Pub- 
lic Utility Act of 1935; and (6) Revision 
of State Tax Forms. 


Neenah, 


Bridgeport, 


Corporation, 


Loom Works, 


Company, Inc., New 
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Controller’s Ethical Standards 
(Continued from page 191) 
situation, failure to use the consoli- 
dated balance sheet when it is essen- 
tial that it should be used, the method 
of establishing the value of invest- 
ments in or advances to affiliates or 
controlled subsidiaries, the liquidity 
of receivables, the valuation of fixed 
assets, the segregation of capital sur- 
plus, adequate income and surplus 
statements, the essential characteristics 
of the textual material to be incor- 
porated in reports to stockholders, and 
a multitude of other matters are sub- 
jects which should be given careful 

consideration. 





Is Inflation Coming? 
(Continued from page 194) 
sale of bonds to the public one infla- 
tionary factor would be eliminated. 

Secondly, as revenues of the gov- 
ernment mount, as in all probability 
they will next year, the government 
should reduce expenditures as much 
as possible in order to bring revenues 
and expenditures more nearly into 
equilibrium. 

Thirdly, it is the duty of the Board 
of Governors of the Federal Reserve 
System to see to it that ample credit 
is available for business purposes but 
not for speculative purposes. If the 
government is sincere in its state- 
ments that it does not wish inflation 
it will refrain from issuing paper 
money and from further tinkering 
with the dollar and if the Federal Re- 
serve Board is as independent of the 
administration as it claims to be, it 
will see that funds now accumulated 
in this country are properly used. 





Research Council 


Many calls are being made on the Re- 
search Council for quick information 
with respect to specific problems of the 
controller. In many instances it is pos- 
sible to answer the questions promptly. 
Some inquiries, however, are such as to 
involve considerable study. The Council 
has a well-defined program which it is 
following. The plan is to make two or 
three comprehensive studies each year, 
and to issue reports. Suggestions as to 
studies to be made are welcome, and we 
solicited from members and others. 
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Institute Literature 
YEAR BOOKS 


The Controllers Institute of 
America has issued three Year 
Books, dated 1932, 1933, and 1934. 

Members who have not provided 
themselves with copies of the Year 
Books issued prior to the time when 
they joined The Institute, may wish 
to obtain the earlier books. 

They are available, at $1 a copy, 
but the supply is dwindling, and 
those who are interested in obtain- 
ing them are urged to lose no time 
in putting in their requisitions. 

The Year Books form an interest- 
ing historical background of The 
Institute, containing reports of the 
discussions of the members in the 
earlier days, in which the policies 
and aims of The Institute were 
formulated; also many valuable 
papers, together with lists of mem- 
bers, by-laws, articles of incorpora- 
tion, and other interesting material. 
A complete set of the Year Books 
will be useful to all members. 


BACK NUMBERS OF “THE 
CONTROLLER” 


Publication of ‘The Controller,” the 
monthly magazine issued by The 
Institute, was begun with the Febru- 
ary, 1934, issue. Prior to that time 
occasional printed bulletins and an- 
nouncements had been issued. A 
complete set of issues of ‘The Con- 
troller’ provides a supplementary pic- 
ture of the development of The In- 
stitute and of its work, as well as a 
series of articles which have been 
pronounced valuable contributions 
to controllership and to discussion of 
the problems of the controller. 

Copies of back numbers of “The 
Controller’—with the exception of 
the May, 1934, number, which is out 
of print—are available. Members of 
The Institute who wish to have com- 
plete files of “The Controller’ in their 
libraries, including the numbers 
printed before members who have 
joined within the past eighteen 
months became affiliated with The 
Institute, may obtain them at the 
special rate of 40 cents a copy. The 
supply consists of but 200 to 300 
copies of each number. 

Provision has been made for bind- 
ing sets of “The Controller’ by years, 
at a cost of $2 a volume; The Institute 
also can supply covers for retaining 
copies in loose leaf form. Limp 
covers are to be had at $2 apiece. 


“ONE YEAR’S Work”: “A YEAR 
OF PROGRESS” 


These are the titles of booklets 
issued in August, 1934, and August, 
1935, respectively, in which the ac- 
tivities of The Institute during the 
years named are set forth in con- 
siderable detail. These booklets may 
be had by members and others with- 
out charge, on application, as long 
as the supply lasts. 
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STATEROOM DELUXE: A 1936 ex- 

clusive Montclair innovation and inter- 

estingly new mode in room decoration 
and layout 


%& RELAX MENTALLY . 


modest tariffs 








together” for that important conference . 
say to your friends: “I’m stopping at the MONTCLAIR” .. . 





Relax 
IN MODERN COMFORT 


% RELAX PHYSICALLY .. 
and newest hotels. . 
and radio. . 


throw from leading Corporation Headquarters, in the heart of the 


Grand Central Zone .. . 


away from street noises, in luxuri- 
ously appointed suites designed to give the ultimate in comfort at most 
An ideal atmosphere in which “to get yourself 


. . You will be proud to 


HOTEL MONTCLAIR 
LEXINGTON AVENUE AT 49TH STREET 
New York City 


“MONTHLY MEETING PLACE OF THE NEW YORK CITY CONTROL” 


. in one of New York’s largest 
. 800 outside rooms, each with bath, shower 
. From $2.50 single and $3.50 double . 


. . A stone’s 





CASINO MONTCLAIR: The home 

of entertainment features during the 

winter season, with two orchestras and 

floor show appearing nightly at dinner 
and supper 

















City Controllers Making Progress 
in Standardizing Procedures 


The progress that is being made in 
the study of problems of controllers 
of municipalities and of other political 
subdivisions was measured at the re- 
cent conference of the Municipal 
Finance Officers Association of the 
United States and Canada. 

A summary of the proceedings of 
the annual meeting says in part: 

“During the past year, the associa- 
tion has published two pamphlets rela- 
tive to the municipal debt situation, 
‘Municipal Debt Defaults — Their 
Prevention and Adjustment,’ and “The 
Federal Municipal Debt Adjustment 
Act.’ The association has also pub- 
lished a pamphlet entitled, ‘A Munici- 
pal General Ledger and Principal 
Supporting Records.’ 

“Various state chairmen of the asso- 
ciation have rendered excellent serv- 
ice during the past year by securing 
new members and by furnishing head- 


quarters with information on develop- 
ments within their state. These state 
chairmen should take on added im- 
portance and each be responsible for 
state chapters, such as now exists in 
Texas. 

“Three new and important activities 
have been undertaken during the past 
year. The National Committee on 
Municipal Accounting was formed to 
establish principles and standards of 
municipal accounting. The associa- 
tion has also been requested by Hon. 
William L. Austin, director of the 
census, to cooperate with the bureau 
and other organizations in revising 
the financial statistics of cities and 
states. A study has also been made to 
determine the allocation of functions 
and revenues between various layers of 
government, and how these revenues 
should be raised and apportioned. 


“The National Committee on Mu- 
nicipal Accounting was formed early 
in 1934 to establish principles and 
standards of municipal accounting. 
The committee is composed of repre- 
sentatives of nine organizations of 
public officials, public accountants 
and citizen groups. Soon after its 
formation the committee published, 
‘A Tentative Outline of Principles of 
Municipal Accounting.’ These prin- 
ciples provide for the centralization of 
accounting authority, the use of double 
entry bookkeeping, classification of 
funds, the basis for adequate budget- 
ary control, unit cost accounting and 
proper inventories. 

“The committee is also planning to 
develop an improved municipal ac- 
counting terminology, the lack of 
which has been one of the main 
factors in retarding the improvement 
of municipal accounting. 

“The committee has already pub- 
lished ‘A Bibliography on Municipal 
Accounting,’ and ‘Suggested Procedure 
for a Detailed Municipal Audit.’ ” 
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@ A copy of Bibliography of Works on Accounting by American 
Authors, Vol. II, should be in every accountant’s library. It covers the period 
from January 1, 1901, to January 1, 1935. (408 pages.) / It enables you to find 
out readily what has been written on Auditing, Cost Accounting, and Systems 
for the various kinds of businesses. You cannot afford to be without it. / Would 
you like to have a copy sent to you on approval? Price 84.50 postage prepaid. 
If you see it you will want it. / Vol. I covers the 19th century. Price $3.50. / 
The two volumes for 87.30. / It required four years to compile these two 
volumes. The authors — H. C. Bentley, C. P. A., and Ruth S. Leonard, S. B. 


Address your a to H. C. BENTLEY, 021 EBoylston Stree! 


BOSTON, MASSACHUSETTS 


























EMPLOYMENT RECORDS 


FOR THE NEW 


STATE and FEDERAL LAWS 





Under the new Social Security Act and the 
New York State Unemployment Compensa- 
tion Law, employers will be obliged to make a 
complete revision of Personnel, Employment, 
Pay Roll and Individual Earning Records to 
properly calculate the payment of taxes as well 
as the collection of earnings tax from em- 
ployees. From these records 1s also determined 
the eligibility of employees to participate in 
benefits and to compute the benefits payable. 

We have designed and carry in stock forms 
for this purpose which have been developed 


THE C. 


Twenty-first St. 


through consultation with Federal and State 
Bureaus. A booklet is available illustrating the 
forms and describing their use. To interested 
accountants we shall be glad to send a copy on 
request. 


A Complete Range of 
Record Keeping Equipment 


We regularly carry Forms and Binders for 
most every need. Quick and intelligent service 
on made-to-order forms. Send for Catalog. 


EK. SHEPPARD CO. 
4419 Cesea? 
Ru 


Long Island City 
New York 

















Keep Management in Gear 
with Business Improvement 


Business indices today show a 
definite increase over those of the 
past two years. Production curves 
are rising consistently. The con- 
tinued demand for goods is 
strengthening the positions of 
business all along the line—from 
raw materials all the way to retail 
outlets. 

Improved business, however, 
must have improved management 
machinery. Tedious and obsolete 
methods can be a serious encum- 
brance. Alert management looks 
to those machines which bring 
accuracy, speed and closest pos- 
sible control. 

For forty-six years, the Interna- 
tional Business Machines Corper- 
ation has been devoted to the 
improvement of business man- 
agement methods. 

International Electric Bookkeep- 
ing and Accounting Machines, for 
example,lend speed to the obtain- 
ing of detailed business facts. 
Through the medium of punched 
tabulating cards, these machines 


INTERNATI 


GENERAL OFFICES 
270 BROADWAY, NEW YORK, N. Y. 


automatically provide accurate, 
up-to-the-minute information 
concerning any branch or phase 
of any business. 

International Time Recorders and 
Electric Time Systems maintain 
accurate, uniform time through- 
out an entire organization and 
provide indisputable attendance 
records for each employe during 
any pay period. 

International Electric Writing 
Machines improve the appear- 
ance of correspondence, relieve 
typing fatigue and speed up typ- 
ing production as much as 50%. 


Other important International 
Business Machines which enable 
management to plan for future 
progress are International Indus- 
trial Scales; International Central 
Control Radio, Music and Speech 
Equipment; the International 
Ticketograph, and the new Proof 
Machine for Banks. 


When you think of Improved 


Business Methods, think of IBM. 


International Alphabetic 
Accounting Machine 


International Electric 
Writing Machine 


International Time 
Recorder 





